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CAN INDUSTRY BE ORGANISED BY THE 
NATIONAL OR MUNICIPAL GOVERNMENT ? 


E have seen, in Part II. of this Report, that whilst 
\ X ) the voluntary Associations of Consumers—the 


Co-operative Societies—afford a genuine and 
—— alternative to the capitalist system, so far as a 
ge part of manufacture and trading is concerned, these 
Associations do not succeed in some parts of the field, and 
are neccessarily and permanently disqualified, by the very 
voluntariness of their organisation, from undertaking some 
kinds of industry. There are, however, besides the Co- 
operative Societies other Associations of Consumers, of 
which the membership is not voluntary, but obligatory on 
the residents in a given geographical area. We have, in 
fact, to consider what has been the experience and what 
appear to be the potentialities of the organisation of industry 
by the Government, whether local or central, municipal or 
national, State or federal. 


CHAPTER I. 
GOVERNMENT AS AN ASSOCIATION OF CONSUMERS. 


We do not, it is true, usually think of governmental 
administration of industry, whether municipal or national, 
as being that of an Association of Consumers. Yet when a 
State Government organises for us such services as com- 
munication and transport, in Post Office or Railway Depart- 
ment ; when it builds ships in public dockyards or constructs 


irrigation canals ; when a town council maintains a drainage 
system, manufactures gas and electricity, or runs tramways, 
it is engaging in industry essentially as an Association of 
Consumers, producing not for profit, but for use—not with 
the object of deriving the greatest possible income from the 
capital invested, but of being as serviceable as possible to 
the users or consumers of the commodities or services in 
question. Governmental industry differs from Co-operative 
not only in being based on obligatory instead of optional 
association in the enterprise,* but also in not distributing 
“* dividends on purchases ” among its members or customers.t 


* It is to be noted that the compulsion is confined to association 
in the enterprise. The use or consumption of the commodities and 
services supplied by the Government is left, for the most part, as optional 
as is (in Great Britain) purchasing at the Co-operative Store to which 
one belongs. In Germany it is even more optional, for the Co- 
operative member is usually required to be a purchaser within each 
year, under penalty of forfeiting his membership ; whereas he is never 
required actually to make use of the Post Office or the Government 
railways under penalty of forfeiting his citizenship. 

¢ There are a few exceptional cases, insignificant in magnitude, 
in which governmental organisations distribute cash dividends, not, 
indeed (like the Co-operative Societies), on purchases or consumption, 
but also not (like capitalist companies) in proportion to individual 
investment or ownership. Such governmental dividends have always 
been distributed (as among the freemen of the old municipal cor- 
porations, or as among the householders of a Swiss or German commune) 
equally among those regarded as full citizens. Thus the little town 
of Klingenberg (Lower Franconia), which has 2,000 inhabitants, besides 
meeting all the communal expenses from the communal revenue, 
distributes to each burgher from the profits of its forests, its meadows, 
and its profitable clay pits from £15 to £20 a year in cash, in addition 
to free fuel. 
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As is done to an increasing extent by German and Belgian 
Co-operative Societies, governmental industry in all countries 
habitually devotes any surplus of receipts over expenditure 
either to other public purposes, including the improvement 
of the service itself, or to a lowering of the demands made 
on the citizen or of the price charged to the consumer, which 
may even be altogether abolished. 

It is worth notice that, in becoming thus an Association 
of Consumers, engaging in industry for the common use, 
government has, within the last couple of centuries, silently 
changed its character. In former times, when government 
ceased to be the enterprise of an individual autocrat, it 
habitually took a form which it is not unfair to call that of 
an Association of Producers. In the feudal hierarchies of 
Western Europe we see the whole governmental structure 
made dependent on the ownership and administration of 
what was at the time overwhelmingly the most important 
instrument of production. But it is especially in the con- 
temporary development of local government that we see 
the formation of Associations of Producers. In the manor, 
in all the varieties of the manorial borough, in the gild, and 
in the unreformed municipal corporation, men for many 
centuries unconsciously grouped themselves, and were com- 
pulsorily associated, on the basis of their occupations. 
Whatever else these social groupings may have been, on 
the economic side the manor was, at the outset, a group of 
agricultural tenants, the gild a group of craftsmen or traders, 
even the borough corporation a group of burgage occupiers 
whose economic interests seemed to be in common. Govern- 
ment of the local industries and services by these groups of 
producers, none of which were at any time co-extensive with 
the population, meant always government not for the 
advantage of the whole community, but for that of the 
groups of producers, which developed a tendency to exclusive- 
ness, becoming eventually small oligarchies in the midst of 
an unprivileged population, losing whatever sense they may 
once have had of fulfilling the communal needs, and ex- 
pressing mainly their own members’ separate interests. 

We see in England the slow beginnings of a transformation 
of the very basis of local government in the gradual rise, 
during the seventeenth and eighteenth centuries, of the 
parish vestries, which were usually public meetings of all 
the rate-paying inhabitants, irrespective of occupation, and 
which in many districts undertook more and more enter- 
prises for the convenience and advantage of their constituents. 
What is interesting is to find the new local government 
originating also in voluntary associations. In the eighteenth 
century, when the inhabitants of any district wanted to 
pave the streets or to impvove the roads, to light, or cleanse, 
or police the thoroughfares, or to make any local improve- 
ment, they formed a society and shared the cost voluntarily 
among the members. Presently it was found that some 
avoided payment, and others dissented from this or that 
project, whilst the unincorporated inhabitants found legal 
difficulties in entering into contracts. We find these volun- 
tary societies, in fact, transforming themselves, by special 
Acts of Parliament, into the various bodies cf road, or 
harbour, or street, or lighting, ot watching, or Town Improve- 
ment Commissioners, which levied compulsory rates and 
acted in the name not of this or that exclusive group, but 
of all the local residents. And as all the local residents 
necessarily used or enjoyed the benefits of the roads, the 
harbours, the lighted pavements, the cleansed streets, the 
improved thoroughfares, the market halls, the organisations 
for the protection of life and property, here and there even 
the gas, which these new governing bodies were providing, 
either gratuitously or for specific charges, we may fairly 
regard them as Associations of Consumers. It is these 
bodies of Commissioners, not the ancient municipal corpora- 
tions, which have been in England the real parents of 
modern local government. 

Particularly during the past century do we see, in all 
countries, the State Governments undergoing a transforma- 
tion in function which we regard as analogous to the trans- 
formation in structure of the local governments. It is a 


significant fact that, even omitting the army and navy, the 


State Government has become in the twentieth century, in 
every civilised country, by far the largest employer of labour 
having actually the most extensive weekly pay-roll in the 
nation. The organisation of defence against external S- 
sion, the maintenance of public order, and the enforcement 
of the decisions of the law courts, important as these func- 
tions still are, account to-day (apart from the citizens 
temporarily enrolled as soldiers and sailors) for only a small 
fraction of the persons in State employment. What was 
once the whole business of government has become only a 
small and secondary part of it. In the twentieth century 
we find the State Governments everywhere engaging in 
industry and administering extensive services for the use 
and advantage of their citizens, sometimes taking whole 
trades into their own hands as public monopolies, manu- 
facturing for themselves more and more of the commodities 
that the rapidly extending public services require, and 
becoming themselves the employers of constantly increasing 
armies of industrial wage-earners. And in thus developing 
such government services as post, telegraph, telephone, 
banking, insurance, railway, canal, public works, medical 
treatment, education, and what not, together with incidental 
manufacturing and trading of every kind, the State has 
silently changed the character of its authority. What was 
originally wholly what the Germans call Verwaltung, and the 
French Autorité régalienne, or police power, has become 
increasingly Wirtschaft, gestion, or administration of public 
services—in fact, merely housekeeping on a national scale. 
The government has passed from being an autocratic 
monarch, whether a person, a class, or an official hierarchy, 
to whom we owe loyalty and obedience, and has become 
a busy housekeeper, whose object is to serve the citizens, 
and to whom we owe only such adherence to the common 
rules and such mutual consideration as will permit the civic 
household to be comfortable. 

This change in the character of government authority, 
corresponding with the transformation of government func- 
tions, is still frequently ignored, not only by the constitu- 
tional lawyers and the moralists, but also by State officials 
on the one hand and Socialists on the other. In Belgium 
and France, and still more in Prussia, the workmen employed 
in the national postal and railway service, like the teachers 
and the police, are habitually regarded as being under a 
discipline which makes Trade Unionism improper, the pro- 
fession of Socialist opinions an offence, and such an enormity 
as a strike an act of treason. Even in England there still 
lingers among officials the notion that “ loyalty ” is due to 
“the Government,” as it was once in reality (and still is 
nominally) to the King; and that those employed in the 
public service have a special duty of “ obedience ” distinct 
from the obligation of a wage-earner to his employer, which 
makes any strike an “ act of mutiny.”’ There is, of course, 
no warrant for any such assumption. When a modern 
government employs workmen or clerks, postmen or railway 
servants, it enters into bilateral wage contracts with some 
of its citizens on exactly the same footing as a Co-operative 
Society does with some of its members; and no more 
“loyalty ” or “‘ obedience ” (but also no less) is due in the 
one case than in the other. 

People have become so accustomed to this extension of 
State and Municipal government to the supply of services and 
commodities for our common needs that they habitually 
forget its extent and the width of its range. We shall, there- 
fore, run rapidly over the whole field, so far as concerns the 
countries of Europe, South America, the United States and 
Japan, together with their dependencies, in order that we 
may realise the variety of departments of industry, which the 
obligatory Association of Consumers that we call government 
has taken for its own, and the extent to which it has gone 
in these departments in substituting itself for private 
capitalism. And from this general survey of governmental 
organisation to supply our common needs we shall exclude 
(except in so far as concerns the actual manufacture of com- 
modities required for these purposes) such commercially 
“unproductive ” functions as (a) the provision for religious 
rites ; (b) external defence ; (c) police ; (d) the administra- 
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tion of justice and the maintenance of prisons ; (e) that mere 
maintenance of the destitute which we term poor relief; 

the great field of regulation, inspection, and audit ; and 
v} everything connected with taxation. It is significant 
that what we thereby exclude is very nearly the whole of the 
government, national or local, that existed from the begin- 
ning of the world down to a century ago! * What we have 
to describe is almost wholly a creation of the past hundred 
years, so novel in its conception and in its extent as to make 
the problem of government to-day essentially different from 
that in any other age.f 


(a) Communication and Transport. 


By far the largest incursion of government into the 
organisation of Industry is in the domain of Communication 
and Transport. This industry, taking all its forms, makes 
up a large and ever-increasing part of our modern life : it 
employs, indeed, in such a community as the United Kingdom 
at least one-tenth of all the working population, and absorbs 
an expenditure by consumers of something like a couple of 
hundred million pounds annually. With its three main 
divisions of transmitting communications, conveying persons 
and transporting commodities it is, indeed, our largest 
single industry, greater even than agriculture. It is signifi- 
cant that it is this largest of all industries which is, in all 
its three great divisions, steadily and increasingly, throughout 
the whole civilised world, passing into one or other form of 
governmental organisation. 

For the transmission of communications governments all 
over the ‘world have established post offices, some of them 
centuries old. Everywhere the tendency has been—for 
“reasons of State ” and public convenience, more than with 
any desire for pecuniary profit—to take the service in- 
creasingly out of the sphere of capitalist enterprise; at 
first as regards the conveyance of letters and parcels, then 
as regards the transmission of telegrams, then as regards 
the remittance of money, then as regards telephonic com- 
munication; function after function becoming, in most 
places, a legal monopoly of the State. It looks as if ocean 
cables and wireless telegraphy were going the same way.t 





* Half a century ago Treitschke could lay it down as an axiom that 
the two functions of the State were the administration of justice and 
the making of war ! 

+ We make, for the purpose of this survey, no distinction between 
the government which is national or central and that which we often 
refuse to think of as government, because it is subordinate or local, 
whether it be of the province, county, department, city, borough, 
district, commune or parish ; or specialised for harbour, port, dock, 
river, canal, railway, tramway, bridge, road, university, hospital, 
insurance or other purposes. Nor have we, in this Report, any con- 
cern with forms of government, or the extent to which and the manner 
in which it is popularly controlled. Whatever is owned by or on 
behalf of the community by some authority of public character and 
is administered for the common good—the test being whether any 
excess of receipts over cost of working goes, not to the profit of the 
administrators or of any private owner or shareholders, but to public 
purposes—is, for our purpose, governmental, as contrasted with 
capitalist, enterprise. 

In Chapter II (not printed) consideration is given to the extent to 
which the public indebtedness of the several governments affects the 
completeness of their ownership or the independence of their administra- 
tion of the land, buildings, machinery or services that they direct ; 
and a description is given of various forms of joint ownership and 
control, and of partnerships between governments and capitalists. 

It is difficult to refer to many books on the subject that are at all 
scientific in character. The Collectivist State in the Making, by Emil 
Davies, 1914, to which we are indebted for many interesting cases, 
affords the only wide survey in the English language of the range of 
government enterprise. For details as to municipal enterprise in the 
United Kingdom and Germany respectively see the annuals, The 
Municipal Year Book and the far more scientific Kommunales Jahrbuch. 
Many interesting cases are to be found in the files of Les Annales de la 
Régie Directe, published monthly since 1908 by Professor E. Milhaud 
at Geneva; especially the article on “ L’Economie publique” in 
No. 31 (November, 1911). 

t So far has government enterprise gone in this field that it is simpler 
to state where it does not prevail. The Atlantic Ocean telegraph 
cables are still capitalist enterprises, though that of the Pacific Cable 
Board is governmental, and every year sees additional government 
cables laid in the narrow seas. Besides the United Kingdom, France, 
Japan, Germany, Austria and Russia all have government cables ; 
and the total ocean cable mileage in public ownership is now 56,000, 
being 18 per cent. of the whole. No new cable may be landed in the 








Meanwhile the Post Offices of the world have, especially 
during the past thirty years, enormously developed the 
extent and range of their services, adding in one country or 
another the conveyance of goods and the delivery of news- 
papers; almost every kind of banking business, from the 
receipt of deposits to the issue of notes, drafts, and telegraphic 
transfers, the purchase and sale of securities and the honour- 
ing of cheques drawn on current accounts; life assurance 
and the grant of annuities ; the collection of debts ; the pre- 
sentation of bills of exchange; the agency for newspaper 
subscriptions ; a great deal of advertising and agency work 
for other public departments, and many other incidental 
functions elsewhere abandoned to private capitalism. In 
the United Kingdom the Postmaster-General has in his 
direct employment over a quarter of a million persons— 
three times the number of thirty years ago—representing a 
population equal to that of the whole city of Glasgow, and 
annually increasing faster than that city. In many a town 
his employees already number 2 per cent. of the adult male 
population. His annual wage-bill for all grades exceeds 
seventeen millions sterling, which is probably as much as 
the whole production and consumption of wealth in such a 
province as Ulster or Kent. Nor do other State Post 
Offices lag behind that of the United Kingdom in the variety, 
the extent, and the continual expansion of their functions. 
The Postmasters of Germany and the United States have 
each about as many persons in their employment as our own 
Postmaster-General, whilst he of France has over 110,000. 
Taking the ninety-six separate postal administrations recog- 
nised by the International Postal Union, we find that they 
contain no fewer than 282,782 post offices, and that they 
employ in this service, in the aggregate, about 1,300,000 
persons, representing a population equal to whole nations 
as considerable as Sweden or Australia. Their aggregate 
wage-bills cannot come to less than sixty or seventy milhons 
sterling annually, which is probably more than the entire 
income or product to-day of the whole population of Ireland. 

The other two main divisions of Communication and 
Transport, the conveyance of persons and the transport of 
commodities, have to be considered together. The subject 
divides itself most simply according to the means of locomo- 
tion employed—first the road and the bridge, with their 
immemorial passing of animals of draft or burden, and their 
less ancient vehicular traffic, developing in our own day into 
omnibus and tramway services, the automobile and the 
“ trackless trolley’; then the waterway, from stream and 
canal, with wharves and ports and docks, to ferries and 
cargo ships and ocean liners; and lastly the railway, with 
its subsidiary services from grain elevators to hotels. 

The construction and maintenance of roads is nowadays 
practically nowhere a service of private capitalism, though 
its dispersion, at different dates and in different countries, 
among different kinds of subordinate governments, from 
Manor Courts and Turnpike Trusts to Highway Boards and 
Street Commissioners, prevents our obtaining any complete 
statistics of the very large staff of public servants that is 
employed, or even of the considerable annual expenditure 
from public funds. In modern times the tendency is more 
and more to make the use of the road, even by the heaviest 
vehicles, free to all; and to assume the steadily increasing 
burden of its maintenance upon the general taxes, national 
or local. And we must include with the road the bridge, 
the provision of which has, after a short and narrowly 
localised phase of private capitalism, now everywhere be- 
come a governmental function. 

In densely populated communities this road and bridge 
United Kingdom without the consent of the Post Office. In the United 
Kingdom wireless telegraphy and the District Messenger Service are 
alone left to capitalist organisation ; and these require Government 
licence. In the United States and Canada, almost alone among nations, 
inland telegraphy and the telephone service are still wholly in private 
hands. There are, however, also some licensed telephone companies 
working in conjunction with a State system in Denmark, Italy, Holland, 
Norway, Portugal, Russia. To find the inland conveyance of letters 
left to private enterprise we must descend to countries like Abyssinia, 
Afghanistan or Arabia. 
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service, developed into paving, culverting, cleansing, 
lighting, watching, and generally improving a universal means 
of communication, absorbs a steadily increasing amount of 
the nation’s resources, and employs in the aggregate a very 
large staff. The United am om it has been estimated, is 
now spending yearly nearly twenty millions sterling on the 
maintenance of its thoroughfares, on which at least a hundred 
thousand men must be constantly employed. Considering 
only the countries of Europe, South America, the United 
States, and Japan, and their several dependencies, we cannot 
put the world’s annual highway expenditure and road staff 
at less than ten times these totals. At work on the highways 
of the world there must constantly be a million of men. 

For the most part the provision of animals for riding, or 
pack-carrying, or for vehicular traction, and of the vehicles 
themselves, has been left to private enterprise; though 
Government provision of post-horses, “ diligence ’ coaches, 
and similar services is in various countries common enough, 
and forms, indeed, sometimes a Government monopoly—e.g., 
in Switzerland and Germany. Even the common cab and 
omnibus service in cities is mostly, though by no means 
exclusively, in private hands ; the Eastbourne Town Council, 
for instance, runs a motor omnibus service, and there are 
many municipal omnibus services in the suburbs of German 
cities. But when it comes to laying rails along the streets, 
and running cars by horse traction, steam, cable, or elec- 
tricity, we find this new service, after a transient phase of 
capitalism which lasted from 1860 down to nearly the end of 
the nineteenth century, becoming predominantly a Govern- 
ment function. In the United Kingdom the local authorities 
running their own tramways have increased from 1 in 
1882 (Huddersfield) to 171 in 1918, with a municipal capital 
at the latter date of fifty-five millions sterling. 

In other European countries the tramway service is often 
owned by the municipality, but leased to a company or 
worked by a company under a terminable concession, as 
(partially) in Berlin; but the tendency is increasingly 
towards direct municipal administration, as in Kieff, Milan, 
Cologne, Dresden, Diisseldorf, Nuremberg, Chemnitz, and 
Frankfort-on-Main. In Germany alone there were in 1912 
182 municipal undertakings, in Italy 7, in little Switzerland 
as many as 9. A beginning has been made in Belgium by the 
Brussels Town Council running a short line of its own. At 
Sydney and a few other places in New South Wales the urban 
street tramway forms a part of the State railway adminis- 
tration ; and Adelaide, Perth, and Hobart work their own 
tramways, whilst Melbourne and Brisbane own, but lease. 
In America municipal tramways are rare, though they are 
successful at Calgary and Edmonton (Canada), and there is 
one in the city of Monroe (Louisiana). The city of Cincin- 
nati, Ohio, curiously enough, owns a main line railway of 
836 miles, the operation of which is leased to a railway com- 
pany on terms most remunerative to the citizens. In Asia 
and South America capitalist administration prevails. 

The waterway is, we are accustomed to assume, not of 
human construction, but rivers, if to be made of use for 
transport, need embanking, lighting, and watching, whilst 
both rivers and seas require ports and docks and quays, and 
all sorts of equipment. These indispensable adjuncts of 
waterway transport are nearly everywhere provided and 
maintained by Government, the capital outlay for the 
United Kingdom alone running up to between one and two 
hundred millions sterling, and for the whole world probably 
ten times as much. The artificial waterways that we call 
canals have mostly (as in China, Holland, France, Germany, 
Austria, Italy, and even Canada and the United States) been 
constructed and maintained as governmental enterprises. 
In the United Kingdom, however, herein standing in contrast 
with the rest of the world, we have a phase of capitalist 
canal construction between 1760 and 1830 which has left us 
with 4,670 miles of imperfectly maintained and inadequately 
used canals, one-third of the mileage being now in the hands 
of the railway companies. On the three publicly owned 
canals in the United Kingdom—the Caledonian Canal, from 
the North Sea to the Atlantic, the Crinan Canal, and the 





Severn and Avon Canal of the Gloucestershire County 
Council—we charge tolls. The canals of other countries, like 
the Erie Canal of New York State, the interlacustrine canals 
of Canada, and the magnificent inland navigation systems of 
France, the Netherlands and Germany, with those of Austria, 
Italy, Russia, India, and China, are practically all in the hands 
of the Government, central or local ; and are, like the roads, 
mostly free to all comers, with the lowest possible charges 
for use of the State-provided equipment. Of the ship canals 
of the world, two, the Suez Canal and the Manchester Ship 
Canal, belong nominally to capitalist companies, though 
much Government aid was afforded to their construction, 
and the Governments concerned, central or local, are vir- 
tually predominant partners in the enterprise. Other ship 
canals, whether at Kiel or at Corinth, at the Canadian Lakes 
or the Isthmus of Panama, are, like the earlier Caledonian 
and Crinan Canals, wholly governmental. How much the 
canal administration provides (in addition to the waterway, 
the locks or hydraulic lifts, and the wharves and quays) 
varies from place to place. On the Panama Canal the 
United States Government acts as shipping agent without 
charge, performing at request all agent’s services (other than 
soliciting cargo), such as coaling, provisioning, chandlery, 
and payment of tolls. Repairing shops and fuel oil plants 
are already in operation, and Government dry docks and 
coaling plants will be at work shortly. On the Teltow 
Canal in Germany the Government provides towage by 
electric tractors on the bank, and on the St. Quentin Canal 
in France the Government does the haulage by tugs on a 
sunken chain—this union of haulage with canal administra- 
tion is apparently to be the rule with electric traction on the 
new German canals. Up to the present the haulage, like 
the provision of the canal boats, has usually been left to 
capitalist enterprise. Yet in some countries there are 
Government services of canal barges—this may, by electric 
traction, become once more an important means of trans- 
port ; and on the new Rhine-Hanover Canal there is to be a 
State fleet of electrically driven barges available for consign- 
ments, large or small. 

Though governments are, on the whole, the largest ship- 
builders in the world, and several of them maintain fleets of 
ships more numerous and more varied in type than those 
of the most extensive steamship company, they have not 
yet thrown much of their energy into the peaceful business 
of marine transport. Local services, indeed, are common 
enough, from the ubiquitous humble river ferry, for which a 
publicly provided boat may be propelled by the common 
ferryman for a customary fee, up to such highly organised 
steamboat enterprises as that of the Birkenhead Town Council 
across the Mersey; the canal service of the Venice Munici- 
pality ; the steamboat service on the African Lakes main- 
tained by the British East Africa Government, or the still 
more elaborate train ferries of the Government Railway 
Departments of Germany, Denmark, Norway, and Sweden, 
which cross the Baltic. The Italian Government owns and 
works the steamships connecting the mainland with the 
islands in the Mediterranean. It is not usually remembered 
that the Belgian Government has, for a whole generation, 
successfully maintained the line of fast steamers running 
between Dover and Ostend, or that half the very profitable 
steamers plying between Newhaven and Dieppe are now 
owned and operated by the French Government; whilst 
the West Australian Government runs at an annual loss a 
line of coasting steamers especially for the meat supply of 
its seaboard population. 

But it is in the typically modern service of railways that 
governments have gone most deeply into the transport 
industry. Of the total railway mileage of the world, just 
about half is owned and worked entirely by Government 
enterprise. Out of nearly seventy countries, large or small, 
having railways at all, there are fifty in which Government 
administration prevails, either wholly or with small exeep- 
tions; in others the Government owns the lines but does 
not work them, whilst in a few Government enterprise and 
private capitalism share the service. Only in the United 
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Kingdom and the United States—which together account, 
it is true, for about 68 per cent. of the whole railway capital 
of the world—together with a few small West Indian or 
African dependencies, is the railway system wholly in the 
hands of private capitalism. Sometimes, as in Belgium, 
Hungary, and Scandinavia, the whole railway system has 
been from the first constructed and administered by the 
Government. Elsewhere it has been constructed partly by 
the Government and partly by joint-stock companies, from 
which first the ownership and then the actual working of 
the lines have gradually been taken over. The present 
movement is definitely towards Government administration. 
Italy, after various oscillations of policy due to financial 
exigencies, has finally nationalised its entire railway adminis- 
tration. In Germany, Austria, and Switzerland the service 
has become wholly governmental. France has lately added 
to its Government railway administration the important 
“ Western ” line. Even the United States has decided that 
the new line of a thousand miles in Alaska shall be built and 
operated entirely by the Federal Government, under which 
the construction is now actually begun. There is to-day 
only a single instance throughout the world—that of 
Guatemala—in which a railway, once governmental, is now 
in private hands. We estimate that the governmental 
railway administrations of the world have in their direct 
employment, including all departments and all grades and 
services, at least a million men—just about as many as the 
world’s highway authorities—to whom they pay, in the 
aggregate, more than fifty millions sterling per annum. 
Reviewing all the different Government enterprises in 
the various departments of Communication and Transport, 
in all the countries of the world, we hazard the guess that 
the several Governments, central and local, are thus directly 
employing nearly four million persons, paying an annual 
wage bill to all grades of probably as much as a couple of 
hundred millions sterling—practically the whole of this 
governmental incursion into industry being the creation of 
the past hundred years, whilst everywhere it is during the 
last three decades that the development has been greatest. 


(6) Public Health. 


We do not usually think of the great and rapidly increasing 
“ Public Health ” or sanitary work of the Municipality and 
the State as an industry. But there is hardly a Public 
Health function thus undertaken which has not been at 
some period—hardly any, indeed, which is not to-day in 
some place—a flourishing capitalist enterprise, yielding 
profits to its private proprietors. The supply of water; the 
provision of cemeteries for the burial of the dead; the 
conduct of funerals; the establishment of crematoria; the 
maintenance of baths and washhouses; every kind of 
medical treatment, preventive or curative, at home or in 
hospitals; sweeping the streets; disposing of the city 
refuse ; even the construction of sewers and the maintenance 
of a drainage system—these and other similar services that 
take up the time and thought of our Health Authorities are 
all run, somewhere or other, as business ventures for profit 
and dividends. They do not cease to be industries because 
they are taken over by the citizens themselves, in their 
obligatory Associations of Consumers, to be run on the basis 
of Production for Use instead of Production for Profit. 

To take the supply of water, for instance ; we find this still 
a capitalist industry in several hundred places in the world, 
from Kimberley to Cambridge, from Tarapaca to Truro. 
Even such important cities as Alexandria, Antwerp, Bristol, 
Montevideo, and Newcastle-on-Tyne still buy water from 
the capitalist. This reliance on capitalist enterprise for 
water has, however, during the past century become in- 
creasingly exceptional. In the United Kingdom alone there 
are now nearly 1,200 water undertakings maintained by the 
governmental local authorities, varying in magnitude from 
those of quite small villages up to such industrial leviathans 
as the Metropolitan Water Board, employing a staff number- 
ing over 4,000 and a capital exceeding fifty millions sterling ; 
or the Water Departments of the City Councils of Birming- 





ham, Liverpool, and Manchester, which have each actually 
expended seven or eight millions sterling on their works. 
The local government water undertakings in the United 
Kingdom employ probably about twenty thousand men, 
and administer, in premises, plant, and machinery, a capital 
which must amount in value to something like a couple of 
hundred millions sterling. On the Continent of Europe the 
urban water supplies are, with few exceptions, municipal 
undertakings. In Prussia alone there were, in 1906, 561 
municipal waterworks: in all Germany in 1908 there were 
1,238, or more than in the United Kingdom. In little 
Switzerland there are no fewer than 105 public water under- 
takings, in Italy over 400. Even in the United States and 
Canada, where individualism so strongly prevails, a steadily 
growing majority of the cities administer their own water 
supplies, and the total number of municipal water plants in 
North America now exceeds two thousand. Throughout 
the whole civilised world, in short, it has now become the 
rule that as soon as any collective supply of water is required 
this should be provided, not by the capitalist for profit but 
by the community for use. We do not think that the capital 
invested in the governmental water industry of the world 
in the ten thousand municipal water undertakings that must 
now exist can amount, in the aggregate, to less than a 
thousand millions sterling, or the staff constantly employed 
to fewer than a hundred thousand men. 

We need not dwell on the extensive and complicated 
service of city drainage ; the removal of excreta, garbage and 
dust ; and the sweeping of the streets—a service which, 
wherever collectively undertaken at all, is now nearly 
everywhere governmental, absorbing annually an increasing 
capital, and employing, throughout the world, a whole army 
of humble but socially invaluable civil servants. What is 
worth notice is that this service, which we now take for 
granted as necessarily governmental, in England very nearly 
became established as a regular capitalist industry, and in 
some places actually exists to-day as a flourishing commercial 
venture on a large scale. The years 1845-1860 saw capitalist 
projects for joint-stock sewage works for almost every 
important British city. Perhaps the most important instance 
of drainage as a capitalist industry is afforded by Rosario, the 
second city of Argentina, with 220,000 inhabitants, where an 
English company has over £800,000 invested in this sanitary 
enterprise, on which, by means of a charge on every house 
using the service, it makes a gross profit of over £60,000 a 
year. In Paris even the “ public comfort stations,” as the 
Americans call them, yield a handsome dividend to the 
Société des Chalets de Nécessité. There is, in fact, as experi- 
ence has shown, no more difficulty in making a profit out of 
draining a city, or removing its refuse, than in making a 
profit out of supplying its citizens with water or transporting 
their produce. Fortunately, as most people would say, 
Parliament t»ok for us the other path and made the service 
a municipal function. Even then it was open to the Local 
Health Authorities to put the work out to contract, and let 
it yield a profit to some capitalist entrepreneur ; and at first 
innumerable governing bodies took this course. It was, 
however, found by experience that, whether in constructing 
sewers, sweeping streets, or removing house refuse, reliance 
on the profit-making contractor did not result in so efficient 
a service as the performance of the work by the citizens’ own 
staff. The result is that, in the United Kingdom and in 
America, as in Japan and the various countries of Europe 
and the European colonies, the administration of the sanitary 
services has increasingly become a municipal function. The 
aggregate staff thus engaged in direct public employment 
throughout the civilised world is enormous—perhaps 
reaching as many as half a million. 

For the disposal of the bodies of the dead, whether by 
burial or by burning, some collective provision becomes 
necessary, at any rate in Europe, America, and Australasia, 
as soon as population gets dense ; and capitalist enterprise 
has not scrupled to make it a profitable industry, from the 
services of the undertaker to the provision of cemeteries and 
crematoria. But burial grounds throughout the civilised 
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world are usually public, not capitalist enterprises. Even 
in the United Kingdom, the United States, and Canada 
joint-stock cemeteries are few, and not increasing ; whilst in 
other countries they are practically unknown. There are 
joint-stock crematoria here and there in England and 
America, but these, too, are being provided in France and 
Germany by many municipalities, as also by the City of 
London; and in Prussia their exploitation by private 
capitalism is absolutely forbidden. 

The business of actually managing the interment is, in 
the United Kingdom, the United States, and Australasia, a 
capitalist industry. But elsewhere this is not always the 
case. In Switzerland the function is a Government mono- 
poly ; in some cantons the service being gratuitously pro- 
vided for all, and no private hearse or carriage being allowed 
to enter the cemetery. In Paris, since 1904, it is a municipal 
monopoly of vast extent. In Frankfort-on-Main also and in 
some other German cities it is a municipal monopoly ; else- 
where (as at Ludwigshafen, near Mannheim) the munici- 
pality has simply taken up the business, without specific 
authority, in competition with private traders, on the 
principle of “‘ freedom of trade ”—even for municipalities ! 

Public baths, once almost the typical municipal enter- 
prise, were re-introduced as such only in the nineteenth 
century. With them in the United Kingdom are usually 
provided public laundries for individual use, and swimming 
pools for common enjoyment ; and in this little service alone 
a capital of five millions sterling has been in this one country 
municipally invested. But much more elaborate provision 
of this kind is also made by Governments in different parts 
of the world. The New Zealand Government, like that of 
Japan, makes a speciality of its natural hot baths; the 
Prussian, Austrian, French, and other Governments, like our 
own municipalities of Bath, Harrogate, etc., of mineral 
baths, or like those of Droitwich and Stafford, of brine 
baths ; whilst other towns run “ Turkish” baths, electric 
baths, mud baths, and what not—all to public advantage and 
sometimes actually to municipal profit. 

When we pass from the sanitation of the physical environ- 
ment to that of the human being—as it has been aptly put, 
from removing the dirt from outside the body to removing 
it from inside the body—we find the whole range of medical 
attendance and treatment shared between Government 
enterprise and the nurses, chemists, and doctors as “ indivi- 
dual producers.” Of the extent and rapid growth of what is 
essentially our “‘ State Medical Service,” in the United King- 
dom as well as in all other civilised countries, we seldom 
form an adequate idea. To begin with, we find that every- 
where the training of doctors, chemists, and nurses is con- 
ducted almost entirely by public bodies not working for profit. 
Everywhere all but a tiny proportion of the now extensive 
and varied institutional treatment is given in the same way ; 
though the existence of profitable private hospitals reminds 
us that this, too, may be a lucrative branch of commercial 
enterprise. In all countries of advanced civilisation—even 
India and Russia and the South American Republics—the 
Governments havebeen increasingly driven to provide medical 
attendance and treatment on uncommercial lines for the 
great mass of the people—sometimes limited to the more 
grave zymotic diseases, sometimes to “ hospital cases ” ; 
often given only at dispensaries, at a few centres, to a part 
of the population, frequently under the guise of philanthropy 
—but everywhere steadily advancing towards a complete 
public service. During the last thirty years the provision 
of doctoring for the destitute, the development of the Public 
Health Services, the growth of the faculties of the medical 
schools, and now the governmental insurance systems of 
practically all the countries of Europe west of Poland and 
north of the Pyrenees, have brought literally a majority of 
all the medical practitioners of these countries into Govern- 
ment pay in one or other form. Many tens of thousands of 
doctors are now definitely salaried officers of such public 
administration as universities, hospitals, asylums, schools, 
charitable institutions, prisons, nealth departments, quaran- 
tine establishments, workhouses, army, navy, police, post 





office, ete. An equally great host, paid by annual capitation 
allowances or by publicly provided case fees, are giving their 
professional ministrations, as regards the mass of the 
labouring population, increasingly as the agents of the 
community which is paying them, instead of merely as the 
private attendants of the individual patients by whom they 
were formerly hired. We stand at this moment at an earlier 
stage of the same transition as regards the domiciliary nursing 
of the sick poor, a service in the more advanced countries 
just beginning to pass from a sporadic and philanthropic into 
a governmental and universal system. There are signs that 
the pharmaceutical profession—in Germany and Austria 
already occupying a quasi-official position, selling only at 
precisely fixed maximum prices; in Italy and Belgium to 
some extent organised by Co-operative Associations of Con- 
sumers ; and in Russian and Italian cities largely a municipal 
service—will presently go the same way. We can hardly 
doubt that, perhaps within a generation, the nurses, the 
chemists, and the doctors will be, with comparatively few 
exceptions, as plainly the officers of the community, pursuing 
their profession, not as traders for profit, but with the status 
of public servants, as is already the case with their colleagues 
(possibly, in the aggregate, a hundred thousand in number) 
who are to-day salaried members of the various medical, 
pharmaceutical, nursing, educational, or scientific services of 
public institutions or Government departments. 

Taking all the ramifications of the Health Service, from 
drainage to doctoring, it is doubtful whether, all the world 
over, governmental enterprise in its many different forms 
plays any smaller part than it does in the great industry of 
Transport. The Public Health Service of the world is, at 
any rate, as extensive as the Postal Service. 


(c) Land Improvement. 


No one, probably, thinks of Land Improvement as an 
industry. Yet all over the world it is clearly the enterprise 
into which more capital and labour have been put, which has 
been more continuously carried on in more parts of the earth, 
and out of which more profit has been obtained, than any 
other. To-day, as of yore, it is everywhere an enterprise of 
small capitalists as well as great. The humble peasant 
cultivator of India or China, Connaught or Carmarthenshire, 
Scandinavia or Sicily, is perpetually reclaiming the waste, by 
digging wells, or extirpating useless vegetation, or, by 
marling and manuring, “turning sand into gold,” on the 
little holding by which he lives. The great landlord—or a 
joint-stock company of speculators—drains the marsh or the 
fen, embanks the river or the seashore, constructs sewers, 
or dykes, or sluices, or irrigation canals, or ploughs up the 
prairie into fertile fields of wheat. We habitually forget how 
extensive and varied is also the governmental work of this 
kind. ‘What a huge industry is that of the Government 
departments which have, during the past six centuries, 
literally created the low-lying parts of Holland and Belgium, 
and which now, by unremitting care, maintain them in 
economic prosperity! In England innumerable industrial 
speculations of this sort, from the thousand-year-old em- 
banking of Romney Marsh, the century-long draining of the 
Bedford Level, and the reclamation of thousands of acres in 
Lincolnshire, Essex, Somerset, and, indeed, all round the 
kingdom, have been, and still are, the work not of individual 
capitalists, but of obscure collectivist organisations, of great 
or even of immemorial antiquity, maintained by compulsory 
rates, and conducted by salaried officials, not for profit, but 
for the common advantage of the whole neighbourhood.* 
In Germany the century-long reclamation of the great Lune- 
burger Haide is only one of many similar undertakings. The 
British occupation of Egypt is perhaps best justified to the 
world by the Nile Barrage (notably by the Assuan Dam), and 
the enormously increased efficiency to which the Government 
has raised the whole irrigation service, on which the life of 
Egypt depends. The Government of India spends literally 





* These local Commissioners of Sewers, of which there are at present 
over three hundred in existence, spend about half a million a year, and 
employ several thousand men in England and Wales alone. 
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millions a year on this service of Land Improvement, partly 
in new irrigation canals, ly in maintaining and improving 
the vast network of channels by which the water is spread over 
the land, partly in embanking river channels and preventing 
disastrous floods, and ever so many other enterprises with 
similar ends. Many tens of thousands of men are always 
at work in this service. The Australian Commonwealth 
Government has latterly been spending millions on irrigation 
works. But the greatest of all speculators in this industry 
of Land Improvement is the United States Government, 
which has been spending many millions sterling year by year 
in the Federal Land Reclamation Department alone, in 
draining swamps, clearing away the tangled undergrowth, 
embanking streams, constructing canals, fertilising sandy 
wastes, reclaiming land from the sea, and otherwise adding 
to the effective area of land in the United States. 

How large, in the aggregate, is the Government participa- 
tion in this vast industry of Land Improvement we are 
unable to compute. But it is easy to see that, taking only 
the countries of Europe and their dependencies, together 
with the United States, South America, and Japan, the 
average outlay of governmental organisations of one kind or 
another in enterprises of the sort may well reach ten or 
fifteen millions a year, and that such an expenditure involves 
an army of probably a quarter, or even half a million Govern- 
ment servants of all grades directly engaged in this industry. 


(d) Education and Recreation. 


With regard to Education we need only remark on two 
points, first, that nearly the whole industry has, within a 
century, passed from being, for the most part, a profit- 
making venture of individual capitalist schoolmasters, into a 
service almost entirely conducted not for profit but for use ; 
and, secondly, that the development of the enterprise as a 
Government service has, during the past thirty years, alike 
in initiative and inventiveness, in diversity and adaptiveness 
to individual needs, surpassed all past experience and all 
possible expectation. To-day, taking only the European 
countries, the South American Republics, the United States 
and Japan, and their several dependencies, the number of 
separate educational institutions, and the persons employed 
by the various Governments concerned must be counted 
literally by millions, and the annual governmental expendi- 
ture can hardly be put at less than two or three hundred 
millions sterling. The capital invested in premises and plant 
—officially estimated at three hundred millions sterling in 
the United States alone—must, in the whole civilised world, 
amount to many times such a sum. 

It is less of a commonplace to note how extensively Govern- 
ment enterprise has gone into the business of providing the 
means of recreation and amusement, alike for children and 
for adults. We can cite only a few examples. The super- 
ficial area of the innumerable public parks, reservations, and 
recreational open spaces of Europe and America, great and 
small, deliberately provided and maintained by the various 
Governments for this purpose, must now considerably exceed 
10,000 square miles. In mere land surface this may not be 
much larger than Wales, but what a new “ intensive cul- 
ture ” do not these millions of acres imply! How these open 
spaces have led to the municipal organisation of outdoor 
games, children’s sandpits up to cricket and golf, or how they 
have developed into municipal zoological gardens, municipal 
gymnasia, municipal boating, municipal concerts and 
dancing parties, and municipal entertainments of all kinds 
(free sleigh rides to children in Toledo, Ohio), we have no 
space to describe. Our second example is in another sphere. 
The number of public libraries throughout the world now 
runs into many thousands, and the number of books thus 
provided at public expense for common use to tens of mil- 
lions—to say nothing of newspaper reading rooms, literary 
lectures, ete. In the realm of music and the drama, Govern- 
ment enterprise is varied and enormous. From the Théatre 
frangais at Paris down to the Opera House that our own 
Secretary of State for the Colonies provides for the people of 
Malta, State and municipal theatres are to be counted by 


hundreds (including one at Marietta, Ohio), whilst the pro- 
vision of music, both in the open air and in concert-rooms, 
either gratuitously or for admission fees, is a common muni- 
cipal function. At least one Borough Council in New 
Zealand (Foxton) runs a municipal cinema, at an annual 
profit, with a free matinée weekly for school children, for 
which the pictures are wisely selected. Municipal balls are 
given by the Town Council of Milwaukee ; and the London 
County Council began, in 1914, an organised system of public 
dances in the parks, with municipal bands and municipal 
managers, admission being free by purchase of a penny pro- 
gramme. Perhaps we may add here the piers, with all 
their varied adjuncts, which so many British watering- 
place municipalities administer for the pleasure of the citizens 
and the profit of the local"government. The New Zealand 
Government—some of those in Australia being not far 
behind—runs a regular tourist agency which provides 
fishing, shooting, bathing, boating, and hotel accommodation; 
whilst the Prussian Government itself directly administers 
such favourite “ spas” as Ems and Kissingen. In museums 
and art galleries not only every civilised Government, but we 
may say almost every large city of Europe and the United 
States, Australasia, and Japan, and now India and South 
Africa, vies with the rest. In these branches alone of the 
Government provision for recreation and amusement— 
almost wholly a creation of the past half century—we esti- 
mate that literally hundreds of thousands of men and women 
are now employed.* 

We should note, too, that Governments have become quite 
the largest producers in the world of books and other educa- 
tional printed matter. The British Government “ Blue 
Books ’’—which include all sorts of historical, economic, 
and scientific works, and both monthly and weekly journals 
—exceed in quantity, and (as many among us may be sur- 
prised to learn) in some respects also in quality, the output of 
all but the most important of our publishers. Though the 
aggregate printing bill of the British Government exceeds a 
million sterling a year, and though the Foreign Office, the 
War Office, the Post Office, and the Commissioners of Inland 
Revenue have their own departmental printing presses for 
special work, there is not, as there is in France and the 
United States, a Government Printing Office. Such an 
establishment on a small scale is now proposed. The 
publications of the United States Government go far beyond 
those of the United Kingdom, in quantity, variety, and range 
of subjects, the actual issues amounting to the enormous 
total of a million copies a week throughout the year, from 
illustrated books of hundreds of pages down to single 
leaflets ; and including two dailies, five weeklies, and half a 
dozen monthlies. Is there any capitalist publisher whose 
expenditure, like that of this Leviathan of Government 
publishing, is a million pounds a year? The United States 
Government Printing Office, probably the largest in the 
world, alone cost three millions sterling to erect and equip ; 
it uses twenty tons of paper a day. In many countries 
school books and school journals are prepared and printed 
by Governments as part of the function of its educational 
administration. To go to the other extreme, the only daily 
news sheet at Mukden (China) is printed at the Government 
gaol; whilst that of Freiburg (Baden), which is a really 
effective newspaper in the ordinary acceptation of the word, 
is edited, published, and printed by the enterprising munici- 
pality of that flourishing city, and made a source of profit 
to the municipal treasury. Finally, whether or not it is a 
forerunner of the passing into public hands of the vast 
business of advertising, we must note that bill posting 
(V'affichage) is now a municipal monopoly in half a hundred 
Italian cities, from Rome, Milan, and Genoa down to quite 


* The Town Council of Doncaster owns the celebrated local race- 
course; many a city of Spain and Portugal organises its own bull- 
fights in its own bull-ring ; the New Zealand Government itself admin- 
isters the “ totalizator ” (for betting on horseraces) as a State mono- 
poly ; and this is, in effect, the position also in France (see L’Etat 
Bookmaker, by Mihura, 1907), whilst on the Continent of Europe 
State and municipal lotteries are common. 
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small towns. It would be difficult to put the annual expendi- 
ture on all sorts of printing of all the Governments of the 
civilised world at much less than fifteen millions sterling. 


(e) Banking, Insurance, and International Exchange. 


The provision of banking facilities has at all times been 
one of the most profitable of capitalist industries, and (except 
for the periodical issues of Government paper money) one 
into which Governments have not, until the past half century, 
very extensively intruded. Now there is not a branch of 
banking business which is not, somewhere or other, carried 
on by Government on a large scale. 

Not to mention the coinage of metallic currency, every- 
where a State monopoly, let us begin with the issue of paper 
money, which is in Europe almost everywhere either a 
Government service, or coming to be practically monopolised 
by a bank—such as the Bank of England and the Bank of 
France—with which the Government has special relations 
and for the administration and solvency of which it can 
scarcely disclaim responsibility.* In the United Kingdom, for 
instance, the private note issue is restricted to a small and, 
so far as England is concerned, steadily dwindling number 
of banks—rather more in Scotland and Ireland—and amounts 
to only a small fraction of that of the Bank of England, 
which is, to all intents and purposes, a Government issue. 
In Australia the Commonwealth Government has started 
its own bank to issue its own notes. In our extensive issue 
of “ postal notes” from a shilling to a pound our own 
Postmaster-General puts out what is, in all but name, a 
government note issue, which it becomes daily more usual 
to pass from hand to hand as currency. It was, indeed, 
made legal tender in 1914, as soon as the war broke out ; 
when it was supplemented by an extensive issue of pound and 
ten-shilling Government notes, put out directly by the 
Treasury. Most State Governments issue, in one form or 
other, what we in England call Treasury bills; though not 
many municipalities can yet follow the example of Glasgow 
and Liverpool, which habitually issue promissory notes. 

A more extensive and to-day ubiquitous development of 

Government banking is that already mentioned in connection 
with the Post Offices of the world. Here the receipt of 
deposits, under the designation of savings banks, has risen 
to such a height as to make the Postmaster-General of each 
of the great nations by far the most extensive banker of his 
com‘aunity. In the United Kingdom, for instance, the 
Post Office Savings Bank deposits now amount to over 
190 millions ; and, including the quasi-official trustee savings 
banks, which do not trade for profit, and for which it would 
now be difficult for the Government to disclaim responsibility, 
to the gigantic total of 250 millions. Many municipalities 
throughout the world, like those of Glasgow and Manchester, 
also receive large amounts of deposits at fixed rates of interest. 
The Governments generally make use of these deposits for 
capital expenditure in their various departments, but in 
many Government savings banks (as in those of the smaller 
Colonies of the British Empire) investments are made in the 
ordinary way in securities quoted on the Stock Exchange ; 
whilst in others the balances are placed at the disposal of the 
State lending departments. 
““ These lending departments are mainly of two kinds. In 
nearly all European countries except the United Kingdom 
there have, for centuries, been Government pawnshops, where 
money is lent against deposit of movables. There are to-day 
important State or municipal government departments, not 
only in France, Italy, and Russia, but aiso within the British 
Empire. We do not habitually think of our Secretary of 
State for the Colonies as a pawnbroker, but the Monte di 
pieta that, by his appointed officials, he administers at Malta, 
has an annual turnover, mostly in the smallest sums, of more 
than a hundred thousand pounds—it handles over 1,500 
pledges per week. 

*The Government often takes part of the profit of such favoured 
banks (as with the German Reichsbank and the Austro-Hungarian 
Bank), or it holds a large part of its shares, and controls its business 


(as with the Bank of New Zealand) ; or it guarantees some of its securi- 
ties (as with the “ cedulas ” of the Argentine National Mortgage Bank). 





Other ways of competing with the capitalist usurer are 
seen in the practice of various Australian Governments 
where millions of money are lent to cultivators, in competi- 
tion with the money-lenders, at much lower rates than would 
otherwise be current; in that of the British Government 
itself, which lends money at the lowest possible rate to land- 
owners, local authorities, and public utility societies for agri- 
cultural improvements, drainage, housing, etc., and now 
even to the householder wishing to purchase his own home ; 
and in that of many Governments all over the world in 
organising and financing co-operative credit societies which 
deal with small loans on mutual terms. 

A further development in banking is seen in Austria, 
Hungary, Switzerland, and Germany, where the Post Office 
keeps current accounts, and honours cheques drawn on 
them; by international agreement, these four countries 
being even united in a common system for this purpose— 
an incursion into what the English banker regards as his 
peculiar domain, which has gone so far in Austria that the 
annual total of cheques thus received and paid by the 
Government amounts to 1,800 million pounds. 

But besides all this banking development of the Post 
Office, Governments run their own banks for regular business 
purposes. The Prussian State Bank (K6nigliche Seehand- 
lung) has existed since 1772, and now has a capital of five 
millions sterling; the Russian Imperial Bank is equally a 
Government department; several Swiss Cantons have their 
State Banks, whilst the bank of the Australian Common- 
wealth Government is entering frankly into competition, not 
only with the banks of the Australian States, but also with 
the joint-stock banks in London. 

In the purchase and sale of securities for customers the 
Postmaster-General of the United Kingdom does a business 
of millions a year. The Post Offices of France, Germany, 
and other countries have developed this service to an even 
greater extent. Every post office in France exhibits daily 
telegrams from the Paris Bourse stating the price at which 
rentes can be bought within. It is, however, in the business 
of insurance that the Governments have their largest 
dealings in securities and make the most extensive invest- 
ments. The accumulated funds of the various insurances 
directed by the German Government—sickness, accident, 
old age, funeral, dowry, etc.—amount to nearly a hundred 
millions sterling. Every European country west of Poland 
and north of the Pyrenees now has its Government insurance 
system, more or less after the German model. In a few 
years we may expect the funds accumulated for this purpose 
to reach several hundreds of millions sterling—a formidable 
sum to invest in realisable securities. Already the largest 
two investors in the United Kingdom are the Insurance 
Commission and the Public Trustee. 

Apart, however, from the insurance of the wage-earners, 
optional or obligatory, Governments now vigorously under- 
take ordinary insurance business. In the United Kingdom 
and various other countries the Post Office has long issued 
life policies and granted annuities, though in this country 
always in a faint-hearted way, as if ashamed of its proposals 
or fettered by some secret understanding with the rival 
insurance companies. The State of Wisconsin has just 
started in this business, irrespective of the Post Office. The 
New Zealand Government has boldly pushed it to the extent 
of doing half as much as all the capitalist insurance com- 
panies put together. The Governments of Italy and 
Uruguay have gone a step further in giving to their own 
insurance departments a legal monopoly and suppressing 
all private enterprise in this field. Fire insurance, which 
was started by the Corporation of the City of London after the 
Great Fire of 1666, but unfortunately promptly abandoned, 
is still largely left to capitalist enterprise. In Switzerland, 
however, it is, in the seventeen principal Cantons, so far as 
houses are concerned, a Government service, in some cases 
more than a century old, in some places legally compulsory, 
the premiums being collected with the communal taxes. 
The total sums thus governmentally insured in this little 
country amount to no less than three hundred million pounds 
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sterling. From houses this Government insurance has passed 
to furniture and other movable goods—a step taken by 
Canton Vaud in 1849, where this, too, was made an obligatory 
cantonal monopoly ; and by Canton Glaris in 1895, where 
it is legally obligatory, but the Canton does not insist on the 
insurance being effected in its own office. Insurance of 
furniture is legally obligatory also in Cantons Aargau and 
Fribourg, but these Cantons do not themselves accept the 
business. A Federal Department is now proposed. 

In Germany several of the States, some of the provinces, 
and many of the towns go in for fire insurance business ; in 
1910 there were fifty-two such Government enterprises, some 
of them dating from the seventeenth century, with annual 
receipts exceeding five millions sterling. Berlin, for instance, 
has a colossal municipal fire insurance department. In 1910 
the total property insured in these Government offices 
reached 3,781 millions sterling, nine-tenths being immovables, 
equalling more than a third of the whole fire insurance 
effected in the empire. The annual net profits of this 
public service are now between six and seven hundred 
thousand pounds; and the accumulated funds exceed 
12 millions sterling. In France there are various fire 
insurance funds run by the several Departments (provincial 
councils) which compete successfully with the joint-stock 
companies. And in New Zealand the Government Fire 
Insurance Department, only starting in 1905, with a capital 
of £2,000, which has long since been repaid to the State, has 
already nearly twelve million pounds of property insured, in 
spite of a “cut in rates” by the joint-stock companies of 
33 per cent., and carries annually to its “ reserve ” a steadily 
increasing net profit. Three-fourths of all the accident 
insurance in New Zealand is also done by the Government 
office. The Swiss Federal Government started accident 
insurance in 1909. Many German local governing bodies, 
great and small, have combined in various organisations for 
mutual insurance against liability for compensation, payable 
either to their own employees, or on their tramways or other 
enterprises, or to the scholars attending their schools—this 
mutual insurance now running into hundreds of thousands 
of pounds annually. The Government of Saskatchewan 
(Canada) conducts a successful department of insurance of 
crops against damage by hail. In 1914, on the outbreak of 
war, the British Government set up a Marine Insurance 
Department, which successfully undertook the insurance of 
cargoes against war risks—an example promptly followed 
by the Governments of France and the United States. 

Lastly, in the difficult and complicated business of foreign 
exchanges, we find Governments only now encroaching on a 
sphere in which vast profits and a very real economic and 
political influence have been left to private profit-makers. 
The discount market of the world, the provision of the 
machinery of international remittances, and, to a large 
though undefined extent, the power of influencing the 
directions in which shall flow for investment the world’s 
annual saviggs, were ruled, throughout the whole of the 
nineteenth century, practically without any public control, 
by the relatively small group of financial houses in London, 
Paris, New York, Amsterdam, Brussels, and Berlin, with 
their branches, agencies, or dependent firms in the lesser 
financial centres. We are only now beginning to realise 
the extent to which this irresponsible direction, governed 
only by the desire to make a momentary individual profit, 
has operated to divert to other countries capital which 
might have been used in home development to the greater 
advantage of the English people, even if the rate of interest 
earned on the investment proved lower than might be offered 
by a Khedive of Egypt or the President of a South American 
Republic, or other prodigal borrowers. In 1915 the British 
Government took under its control the investment of capital, 
allowing only such issues as it approved of. It may 


seem a small matter that everywhere the Government issues 
drafts and telegraphic transfers payable all over the world. 
A mere process of expansion might well see the machinery 
of the International Postal Union furnish practically all the 
means of international remittances, small or great. 


It is 





interesting to find the Government of India, like the Govern- 
ment of Austria, going a step onward, and deliberately 
setting itself to keep the foreign exchanges steadily at about 
par by purposely increasing or diminishing the amount of 
bills that it puts on the market. The Greek Government 
has latterly done the same with the once very erratic ex~ 
changes on Athens. The Austrian Government habitually 
went still further, and claimed by a similar expedient to 
maintain approximately stable the internal rate of discount 
of the best mercantile bills. The actual discounting of 
bills is usually left to the private capitalist, but the various 
State banks are now doing an increasing share, and in every 
Continental country there are other credit institutions either 
directly governmental or practically under Government 
control which make it their business to advance money to 
traders on the security of bills, plant, or stock. This has 
been done in Germany during the war to an enormous 
extent by what are essentially Government lending depart- 
ments. It has had to be done even in England at a severe 
crisis. In 1793 the Liverpool Corporation issued no less 
than £140,000 worth of its own interest-bearing notes by 
way of advances to save embarrassed merchants from 
insolvency. In 1914 the Bank of England, as the agent of 
the British Government, not only purchased over a hundred 
millions sterling of bills of exchange, but, also on behalf 
of the Government, advanced the money to the acceptors 
to enable these bills to be met, as the only way of keeping 
going the machinery of international exchange, on which 
the imports and exports of the world were found to depend. 


(f) Light, Heat, and Power. 


A century ago we were without any common source of 
artificial light or heat beyond the domestic candle or fire. 
The industry of making, and by pipes and wires distributing 
from convenient centres, the new artificial means of light, 
heat, and, power, whether by gas, electricity, or water under 
hydraulic pressure—though at first simply one more profit- 
able capitalist enterprise—has passed increasingly into 
public administration. With regard to gas, at Manchester 
and a few other places the citizens started the business for 
themselves, but the common practice all over the world 
has been to let the capitalist get his foot in, and subsequently 
to buy him out at a profit. Out of some 900 gas undertakings 
in the United Kingdom nearly two-thirds are still capitalist 
ventures, but the number of municipal enterprises has, in 
the last thirty years, just doubled, and now amounts to 
over 800, representing a capital outlay of some forty-five 
millions, whilst the number of households thus municipally 
supplied has in the same period more than trebled. The 
Widnes Town Council boasted in 1918 that at from 8d. to 
1s. per 1,000 cubic feet it was supplying gas, with a profit, 
cheaper than any other gas plant, governmental or capitalist, 
in the whole world. In France the service, where it exists, 
is usually in joint-stock hands; but Paris recently 
took over its gasworks, and Tourcoing and a few other 
places have municipal plants. Very different has been the 
policy of the German cities. Dresden and Leipzig took over 
their gasworks as carl as 1833 and 1836, and a quarter of a 
century ago every gas plant in the Kingdom of Saxony was 
already municipalised, together with half of those in the 
whole of Germany, some 350 in all. By 1908 the number of 
municipal gasworks in Germany had risen to 709. Where 
the supply is still in the hands of joint-stock companies 
(as at Leipzig, Frankfort-am-Main, Hanover, Strassburg, 
Magdeburg, Metz, and various suburbs of Berlin), the 
German municipality, unlike the British one, usually draws 
a handsome revenue from the concession. Already thirty 
Italian cities are running their own gasworks (though not 
Rome, Milan, or Genoa); and thirty-five places in Switzer- 
land. In Holland nearly all towns are municipally supplied, 
Flushing being the most important exception ; in Belgium 
Brussels, Ghent, and half a dozen others; in Scandinavia, 
the three State capitals. In the United States and Canada 
the gasworks are almost entirely in private hands, but 
municipal ownership prevails in half a dozen cities. The 
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total number of municipalities throughout the world which 
are themselves in the gas business now approaches 2,000. 
Altogether the capital invested in these governmental gas 
enterprises must be between one and two hundred millions 
sterling, and the gas staff in direct public employment 
possibly 100,000. Aan : 

Hydraulic power is now being increasingly used in the 
generation of electricity, but it is also being supplied at low 
rates for use in driving machinery and raising lifts by the 
Manchester Town Council and by a few other munici- 
palities throughout the world. 

It is, however, in the supply of electricity that Govern- 
ment has gone furthest into the power, heat, and light 
industry. In the United Kingdom, within less than thirty 
years, nearly 300 cities and towns are now supplied with 
light, heat, and power by the municipal electrical depart- 
ment, representing an investment of something like fifty 
millions sterling, annual gross receipts exceeding four millions, 
and an aggregate staff of something like 20,000. In the 
United States there were, by the end of the nineteenth 
century, already something like 400 municipal electric 
plants, large and small, and the number has since been 
greatly increased. The German local governing bodies 
in 1908 were running 418 such plants. No fewer than 186 
local governing bodies in Switzerland are now supplying 
electricity, and thirty-five in Italy. Electricity is now 
generated by local government authorities all over the 
civilised world, great use of water-power being thus made in 
Switzerland, Italy, Scandinavia, and Japan, as well as by 
the Province of Ontario (Canada). Though the supply of 
the household throughout South America, Asia, and Africa 
is still principally in capitalist hands, and though in Europe, 
the United States, and Australasia the municipality as yet 
only shares it with capitalism, the total number of the 
Government electric undertakings of the world, large and 
small, has now to be reckoned by thousands, and we should 
not be surprised if their total capital reached five hundred 
millions sterling, or if the staff thus employed exceeded a 
couple of hundred thousand. 

Taking together the whole industry of the production 
and distribution of light, heat, and power by all kinds of 
governing authorities throughout the world, we can hardly 
put the aggregate capital that is to-day under public adminis- 
tration in this great business at less than seven hundred 
millions sterling, or the staff employed in this public service 
at fewer than a quarter of a million. 


(g) Housing. 


An entirely new development of Government industry 
during the present generation has been the provision of 
dwelling-houses for the people. Whether in the form of 
building farm labourers’ cottages in Ireland, or municipal 
common lodging-houses in Great Britain, in erecting great 
tenement blocks in London, Liverpool, and innumerable 
other cities or developing well-planned suburbs, the aggregate 
work already done by Government ip the United Kingdom 
in this field is considerable. And now we are on the eve 
of an enormous development of governmental cottage 
building throughout the length and breadth of England. 
Nor is this movement confined to our own country. The 
Paris Municipality alone is expending no less than eight 
millions sterling in its great housing schemes. In the cities 
of Germany and Italy, in particular, a vast amount of 
similar work has been going on. The ownership of the 
land gives great power of town planning. It is common to 
find that the German city (such as Augsburg or Cologne) 
owns municipally from one-third to one-half of its entire 
site: indeed, Freiburg-im-Breisgau, which has 87,000 
inhabitants, owns more than three-quarters of the ground 
on which it stands. Much has been done, too, in building. 
The Land Department of the Municipality of Frankfort-on- 
Main, which began in quite a small way in 1897, now values 
jts assets in real estate at fifteen millions sterling. Exten- 
sive municipal building schemes are also in progress at 


Zurich, Rome, and Buenos Ayres—to name only a few among 
many instances—and a State Government scheme at Sydney, 
New South Wales, 


(hk) Agriculture and Forestry. 


The most extensive operations of Government in the 
domain of agriculture fall under the head of forestry, and, 
though we do not always remember it, to the Government 
of the British Empire. No less than one-sixth of the whole 
area of British India is forest reserve, a magnificent stretch 
of 240,000 square miles, administered by the Government of 
India for the public benefit—perhaps the largest and most 
valuable landed estate in collective ownership which has 
been saved from an individual proprietary—and now pro- 
ducing a net revenue of more than £2,000,000 a year. The 
Government forests of Germany, France, Italy, Scandi- 
navia, Russia, and Japan, whilst less extensive, are at 
present relatively far more productive in cash revenue than 
those of India. Of the entire superficial area of France, 
nearly 6 per cent. is thus owned and directly administered 
by the central or local government as forest ; of the entire 
area of Germany no less than 13} per cent. These Govern- 
ment forests get larger rather than smaller, as the policy 
is everywhere not to sell, to plant wherever possible, and— 
particularly in Prussia—to buy, year by year, more land for 
afforestation. Even in the United States and Canada the 
policy is now to retain the forest ownership in Government 
hands. A good deal of forest, in the aggregate, is owned 
by municipalities and communes throughout Europe; a 
single city (Frankfort-am-Main) has a net forest revenue of 
nearly £8,000 a year ; Zurich has a model forest administra- 
tion. Up and down England municipalities are beginning 
to afforest their water-catchment areas. In connection 
with these forest departments, we see the various Govern- 
ments here and there running sawing-mills and resin fac- 
tories, and conducting all sorts of subsidiary industries. 
For the most part, however, the forest exploitation of the 
world has been left to private capitalism, with its results in 
the wasteful denudation that has been proceeding for years 
in the United States and Canada, as it went on calamitously 
in past times in all parts of the world—in Asia Minor and the 
Levant, Spain, and Korea. 

In agriculture proper there is, however, in the aggregate, 
more governmental enterprise than is usually supposed. No 
one realises, for instance, that by far the largest farmer in 
the United Kingdom—perhaps, even, so far as acreage is 
concerned, the largest in Europe—is the Irish Government, 
whose Congested Districts Board (besides having 33,000 rent- 
paying tenants) has directly under its own administration 
an average of no less than a quarter of a million acres, on which 
it takes in stock by the season and makes what other profits 
it can by the sale of produce. Many cities and communes in 

* Germany, Italy, Switzerland, and Scandinavia are owners of 
land—a few even in France and Great Britain—&nd municipal 
farming of the municipal estate is frequent envugh. In 
Great Britain, France, and Germany the municipal sewage- 
farms amount, in the aggregate, to a very considerable 
acreage, and have annually large crops to sell. A consider- 
able number of municipal horses and oxen, sheep and pigs 
are thus reared. But horse breeding is even more the 
business of the national Governments, which, especially in 
France, Germany, Austria, Italy, and Russia, maintain large 
establishments, containing thousands of stallions, which 
stand in the service of the State. There are also, in Germany 
and Austria, Government vineyards producing Govern- 
ment wine, which sells on the market at high prices ; public 
nursery gardens selling plants, and municipal dairy farms 
producing municipal milk, and in one case, at least, supplying 
a municipal cheese factory. After this, the enterprise of 
the Scottish Government in branding herrings for the market, 
or that of the Australasian Governments in collectively 
grading, branding, storing, packing, shipping, and selling 
the agricultural produce of their individual farmers appears 
a small matter. 
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(i) Mining. 

Though most Governments formally claim for themselves 
the right to all minerals—that of the United Kingdom still 
asserts its ownership of gold and silver—they have, for the 
most part, left them to capitalist exploitation, with results on 
the health and well-being of the working miners that have 
often been deplorable. But the Prussian Government owns 
and works no fewer than 345 groups of coal mines, largely 
put not entirely for the supply of the needs of the Govern- 
ment railways, actually supplying for private consumption 
coal to the value of twelve million pounds a year, the German 
Emperor being thus probably the largest coal merchant in 
the world! The New Zealand Government does the same, 
producing one-eighth of the whole local supply. — Other 
Governments successfully working their own coal mines are 
Austria, Hungary, Serbia, Sweden, Russia, and Holland. 
Our own Dependency of Victoria deliberately went into 
the coal business in 1909, buying a large coal area, con- 
structing a branch railway, and letting off the surface on 
building leases to such profit as to get back the entire 
purchase money each year in ground rents. Even the little 
town of Lethbridge (Alberta) has its own coal mine, from 
which it supplies its Electricity Department and its poor- 
house. The Russian Government works, largely by con- 
vict labour, its own mines of silver and gold, or iron and 
copper and salt, in different parts of that great empire. 
Petroleum is worked by the Governments of Argentina, 
Austria, Hungary, and Serbia (where it is a State monopoly) ; 
natural gas by the Government of Hungary and the Munici- 
pality of Medicine Hat (Alberta) ; salt by the Governments of 
Japan, Switzerland, Russia, Roumania, and other countries ; 
iron by the Governments of Prussia and Russia. There are 
Government tin mines in the Dutch East Indies that 
produce nearly a million pounds’ worth of tin a year; and 
Government silver mines in Sweden, Russia, and elsewhere. 
In Germany the Prussian Government reserves to itself the 
direct exploitation of all unworked deposits of potash, and 
has organised the manufacture of potash sales into an 
officially regulated monopoly ; whilst the Austrian Govern- 
ment takes hold at the other end, leaving the mining free, 
but compelling delivery of the raw product at a fixed price 
to the monopolist Government factories. The Govern- 
ment of West Australia has invested a quarter of a million 
sterling in State gold-crushing batteries, which receive the 
ore from the miners and extract the gold for sale. The 
State of Columbia has the exclusive exploitation of the 
emerald mines, the emeralds being shipped to London, and 
there sold on the Government’s account. 


(j) Industries Subsidiary to Public Enterprise. 

We place in a category by themselves a whole array of 
the most varied Government enterprises, among which we 
find the greatest range and variety of manufacturing 
industry actually productive of material commodities. We 
group them together because it is specially significant of the 
advantages found in the organisation of industry by the 
consumers of the product that everywhere, in every depart- 
ment—alike in highly evolved capitalist enterprise and in 
the Government service—we find a persistent tendency to 
produce for its own use, in lieu of purchasing, almost every 
article required in the enterprise or service in question. 
Thus, when a large municipality takes to running its own 
tramway service, it finds it convenient, just as the capitalist 
tramway company does, to erect its own works and carsheds, 
generate its own electricity, build and repair its own cars, 
and even print its own tickets, rather than pay an unneces- 
sary profit. The Government administration of railways— 
in this respect exactly like the most enlightened capitalist 
direction—leads to the Government administration of carriage 
building works, locomotive engine works, printing offices, 
whole staffs of painters and carpenters, and engineers of 
every grade, and the manufacture of everything required 
by the line. When the Government builds ships in its own 
dockyards, it finds it convenient at the same time to make 
all the innumerable fittings that are required by a modern 


battleship, from big guns and electric dynamos down to the 
netting that keeps off the enemy’s torpedoes. Similarly, in 
the administration of the innumerable institutions of the 
world—from prisons to infant nurseries, from hospitals_to 
universities, from astronomical observatories to asylums—it 
is found convenient and economical, in many cases, to pro- 
duce for use, instead of purchasing to somebody’s profit, 
every conceivable article of food and clothing, and every 
imaginable kind of furniture and appliance that is required. 
And thus we have, on a larger or smaller scale, Government 
mines and quarries and brickworks ; Government iron and 
steel and tin and copper works ; Government tanneries and 
saw mills and leather and wood works ; Government flour 
mills and bakeries, and slaughter houses and distilleries and 
breweries ; Government clothing factories and saddlery and 
bootmaking establishments ; Government furniture factories 
and scientific instruments workshops, and the manufacture, 
in one place or another, of every conceivable commodity, 
directly under the control, and for the use of, the consumer 
himself. Moreover, one government department manu- 
factures for another. In England the Post Office gets the 
bulk of its mail sacks made by the Prison Department, and 
even obtains some of its telegraph poles from the Com- 
missioners of Woods and Forests. This is, of course, far 
more common in other European countries, where the 
government mines of coal, iron, petroleum, salt, and what 
not, and the government forests, farms, vineyards, fish- 
ponds, and horse and cattle breeding establishments, supply 
the needs of many different departments, and where the 
government steel works and engineering shops, shipyards, 
and leather works, printing offices, and clothing factories 
aim at executing as many as possible of the government 
orders for manufactured articles. Finally, we have the 
further development that, in order to exclude the capitalist, 
one government will now, occasionally, supply another. 
The Italian municipal administrations engaging in industry 
have even formed a national federation, for purchasing in 
common the materials they require, for using cach other’s 
manufactures, and for utilising co-operatively their several 
by-products—a characteristic twentieth century form of 
Hanseatic League! The Western Australian Government 
is supplying from its own forests a huge lot of railway 
sleepers to the Australian Commonwealth railway depart- 
ment ; the Government of India supplies the raw opium 
worked up by the Straits Settlements Government Mono- 
polies Department ; both Austria and Hungary regularly 
supply other governments with salt and tobacco; the 
Hungarian Government lately tendered in competition with 
the world—as it happened, unsuccessfully—for the supply of 
locomotives to the Roumanian Government. This incipient 
mutual service by governments—parallel with the similar 
mutual service of the various national Co-operative Whole- 
sale Societies that we described in Part I].—opens up a long 
vista of potentialities. 


(k) Manufacturing and Distributive Trade. 


But apart from the manufacture of actually finished 
commodities for the use or consumption of one or other 
of the government departments, government manufacture 
for the public at large has come to be, in the aggregate, a 
very extensive business. We need only mention, to begin 
with, the colossal government factories constantly at work 
in many different countries in the various State monopolies, 
making tobacco, cigars, matches, gunpowder, alcoholic 
drinks, salt, potash, mineral waters (as at Vichy), carpets 
(“‘ Gobelins ’’), porcelain (“ Sévres”’ and “ Dresden ”’), 
the finest engravings (Paris) and what not, simply for sale. 
We have already noticed that some governments, like 
those of the United States, France, and India, have 
their own printing establishments, which must be among 
the largest in the world. State and municipal govern- 
ments are, of course, everywhere providing dwelling- 
houses for the people, generally for rentals, though 


occasionally for sale, in every variety, from the rural cottage 
The Japanese Govern- 


to the block of urban tenements. 
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ment runs its own iron and steel works on a large scale. 
The Hungarian Government, besides supplying salt, tobacco, 
and other articles, adopts the policy, when its great railway 
workshops are slack, of setting their staff of 18,000 men to 
making ploughs and other agricultural implements for sale 
to the public at home and abroad. Only, in order not to 
flaunt this enterprise before other traders, it uses, as its 
selling agent, at a fixed commission, a powerful capitalist 
company (the Hungarian Trading and Banking Company), 
on the directorate of which the government places four 
nominees, by whom all its operations are controlled. 
We do not usually think of government as keeping a 
shop; yet, taking them all together, the governments of 
the world, national and local, are doing a prodigious amount 
of merchanting and even of retail trading. They do this 
sometimes as monopolists, frankly in order to make money. 
Thus the entire production of camphor in Japan and Formosa 
has to be ceded to the Japanese (sovernment at prices fixed 
by itself ; the entire production of opium in India has in the 
same way to be ceded to the Government of India; the 
entire production of tobacco in nearly all the countries of 
Europe has similarly to be ceded to the respective govern- 
ments—these thus become the sole traders in camphor, 
opium, and tobacco, their manufacturing and commercial 
transactions running into colossal sums annually. In 
France and Switzerland the government monopolises the 
sale as well as the manufacture of gunpowder. As to retail 
trading, it is worth remembering that the French Govern- 
ment is, beyond all comparison, the most extensive shop- 
keeper in the world, having, apart from all its post offices, 
no fewer than 47,500 government shops for the sale of 
tobacco, matches, etc. The Russian Government main- 
tains in various parts of Siberia a whole system of general 
supply stores, dealing in machinery, tools, grain, and timber, 
together with articles of household use. More than 100 
such stores are now at work, with a total turnover exceeding 
£500,000 a year. Moreover, the monopoly of distilling spirit 
for the demands of nearly 150,000,000 people, which the 
Russian Government maintains, involved, down to its sus- 
pension in 1914, nearly 400 State distilleries and some 
28,000 State spirit shops, through which nine-tenths of the 
spirits were sold to the public, the remaining one-tenth being 
sold by wine merchants on commission. This—perhaps 
the most gigantic case of State manufacturing and retailing 
in the world—had an annual turnover in the neighbourhood 
of eighty millions sterling, and made a net profit for the 
Russian Government of between fifty and sixty millions 
sterling annually. In Italy the municipal breadshop has, 
during the present century, become a common sight in more 
than a score of cities (including Leghorn and Ravenna), 
where unadulterated bread, made in the municipal bakery, 
in some cases from grain ground in the municipal flour-mill, 
is sold at practically cost price, in successful competition 
with the private capitalist. The citizens of Verona, for 
instance, built themselves in 1909 one of the finest bakeries 
in the world, which sells an average £50 worth of bread every 
day, at prices which enable it just to cover expenses. At 
Cesena and Udine the municipal bakeries sell bread to the 
extent of £30 and £40 a day. The municipality of Buda- 
Pesth, which acts for 800,000 people, was, already before 
the war, supplying no fewer than 80,000 of them with bread 
at cost price, with the result that the private bakers’ prices 
have come down with a run! But the Buda-Pesth Muni- 
cipality had also opened a whole array of retail shops for 
the sale of meat and poultry, eggs and butter. It appears 
that over 150 German towns have long sold potatoes, and 
sometimes other vegetables, direct to their citizens, whilst 
a dozen or two are in the milk trade—four of them at least 
supplying the milk of municipal cows from municipal 
dairy farms—and one (Freiburg)} imports and_ retails 
condensed milk. Municipal meat and fish shops, which 


have existed, here and there, for a century and a half, are 
jaiterly being started by various German municipalities— 


not merely cold-storage depéts, which have everywhere 
become a common business of government in connection 


with markets, or railways, or harbours, but actual municipal 
trading establishments which import meat and fish, and 
retail it to the citizens, deliberately in order to keep down 
the prices of the private traders. During 1910-11 more 
than a dozen Swiss towns and communes, avowedly in order 
to bring down the prices of the local dealers, bought wholesale 
and sold in small quantities to their citizens frozen meat and 
fish, potatoes, cabbages, carrots, apples, coal, coke, briquettes 
and wood fuel, practically at cost price ; effecting, in this 
way, a reduction of from 10 to 50 per cent. in current retail] 
prices. All this was in peace time. Since the outbreak of 
war the German, Austrian, and Swiss municipalities have 
enormously extended the range of this public supply of 
household requirements at cost price. In Petrograd and 
many another city of Russia, the municipality runs the 
chemists’ shops, and ensures against adulterated or defective 
drugs by itself making up for the public all the doctors’ 
prescriptions. This function is now about to be assumed 
also by the smaller towns and rural district councils. But 
municipal drug stores exist also in Italy, where thirty have 
been opened since 1904 ; and in half a dozen German cities, 
though of these only Breslau and Hanover keep the manage- 
ment in their own hands. Municipal restaurants are by 
no means uncommon in Sweden and Germany—there is 
even one in this country run by the Town Council of Torquay. 
They are sometimes, as at Frankfort-am-Main, supplied 
from the municipal vineyard, with municipally bottled wine, 

and are managed without a contractor direct by the muni- 
cipality. There are lots of Government hotels in the world, 
of one sort or another, from the innumerable humble “ dak 
bungalows ” or “ rest houses ” provided by Asiatic Govern- 
ments ; the common lodging houses for men and women, and 

occasionally the furnished apartments for families and the 
boarding houses for servants run by European municipalities ; 

such a highly organised “* People’s Hotel ” as that with 440 

bedrooms maintained by the City of Buda-Pesth, up to the 

inns and refreshment houses provided by the New Zealand 

and other Governments in connection with their tourist 

resorts, or the State Hotel service run by the West Austra- 

lian Government practically at cost price. 


(1) Summary of State and Municipal Industry. 


So extensive and varied are the operations of Government 
in industry and so inadequately have they yet penetrated 
to our minds, that it is difficult to avoid the impression of 
exaggeration. Yet more has been left unmentioned than we 
have had time or space to describe. We cannot sum up 
better than by quoting the declaration of one who would 
claim perhaps to be almost the least tainted with Socialism 
of our present Cabinet Ministers. The Secretary of State 
for the Colonies (Mr. Lewis Harcourt, M.P.) has well put the 
change that has, within a single generation, come about. 
“In these days,” he said, “the Colonial Office has more 
the attributes of an immense trading and administrative 
concern than those of earlier days, when it was a mere 
machine of Government. My days and nights are spent in 
the study of medicine, in the details of railway construction, 
with a desire that the smallest sum of money may lay the 
largest number of miles of track in the fewest possible days. 
I am a coal and tin miner in Nigeria, a gold miner in Guiana. 
I seek timber in one colony, oil and nuts in another, cocoa 
in a third—copra and copal, seisal and hemp, cotton, coffee, 
tobacco are common objects of my daily care.” * 

He would be a bold and a presumptuous statistician who 
would claim to be able to put a figure to the aggregate, all 
over the world, of the persons directly in the employ of 
Governments of all kinds, national and local, supreme and 
subordinate ; or to the amount of the capital which they 
administer. Taking only the countries of Europe, the 
South American Republics, the United States, and Japan, 
with their dependencies, we venture the suggestion that 
the capital thus administered by Governments of all sorts, 
in the industries that we have in the preceding pages sum- 





* Times, July 1st, 1914. 
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marily described, cannot well amount to less than ten 
thousand millions sterling ; the aggregate public wages-bill 
for all grades to less than four or five hundred millions 
sterling annually ; or the persons directly employed in its 
administration to fewer than ten or twelve millions, equal 
with their dependants, to fifty millions,* The population 
in Government employment to-day in the countries named 
certainly exceeds, therefore, the whole existing population 
of the United Kingdom; their annual income, which we 
may take as some sort of valuation of their services or 
product, exceeds the entire wealth production to-day of all 
the inhabitants of any but the half dozen richest nations 
in the world; whilst the capital thus administered is more 
than double the entire wealth of the essentially individualist 
England that welcomed the world to the 1851 Exhibition— 
is as great, indeed, as Giffen’s estimate for the entire wealth 
of the United Kingdom as recently as 1885. 


CHAPTER II. 

Tue CONSTITUTION OF GOVERNMENTS AS ASSOCIATIONS 

oF CONSUMERS. 

How is this great mass of Government industry itself 
governed ? In the first two parts of this Report we de- 
scribed in some detail the constitutional structure of the 
Associations of Producers and that of the Co-operative 
Associations of Consumers, and the way in which these 
structures differed from country to country. It would, of 
course, be impossible to give here any corresponding de- 
scription of Government structure. Any such description 
would entail a treatise on all the various political constitu- 
tions, from the oppressive tyranny of the Russian auto- 
eracy, and the somewhat arbitrary rule of the autocracies of 
Japan and Prussia, to the alien, if more benevolent bureau- 
cracies of India and other dependencies, up to the theoretic 
republicanism of the United States, and the practical 
democracies of the United Kingdom and its self-governing 
dominions. The constitutional structures of the munici- 
palities and other local administration exhibit scarcely 
less variety. We have no space to contrast the three-class 
electorate of the Prussian city with the mixed wide electorate 
of the English boroughs or the manhood suffrage on which 
French and American local government is based; the 
executive central contro] exercised over French municipalities 
with the practically unrestrained local autonomy of those 
of the United States, and the curiously delegated freedom, 
influenced by Grants in Aid, which is enjoyed by the British 
local authorities ; or the quasi-official administration of a 
German municipality with the amateur elected representa- 
tives who sit on an English council, and with the American 
system of “‘ Government by commission,” tempered by the 
referendum, the initiative, and the recall. We propose to 
limit ourselves, first, to those features in the constitution of 
governments—central and local—which distinguish them, 
for good or for evil, from capitalist enterprise and from the 
voluntary associations of Consumers and Producers described 
in the two former Reports ; and, secondly, to the attempts 
which have been made to adapt the ordinary political con- 
stitution to the requirements of the new public services. 


(a) A Geographically Fixed Unit of Administration. 


The most distinguishing characteristic of Government 
enterprise is its necessarily fixed and precisely defined 





* The Occupations volume of the 1911 Census gives a total in Govern- 
ment employment in England and Wales alone of 788,550 (299,599 
in State departments and 588,951 under local authorities). By 1915 
with the recent rapid increase of public employment, the total for the 
United Kingdom must exceed a million, being about six per cent. of 
all the gainfully occupied persons. A single Government department— 
the Post Office—has directly in its employment nearly two per cent. 
of all the households of the nation ; and municipalities like Glasgow 
and Manchester have each 20,000 employees, or more than 10 per cent. 
of their households, on the city pay roll. In Australia, on the one hand, 
and the countiies of continental Europe on the other, owing principally 
to the Governmental operation of the railways, the proportion of the 
Population in Government employment is usually higher than in the 
United Kingdom ; in America and India, on the contrary, it is, fo. the 
Opposite reason, probably lower. 





geographical boundaries. Capitalist and Co-operative, Pro- 
fessional and Trade Union organisations are free to define 
or to leave undefined the exact area over which their activi- 
ties extend, and easily to vary this area according to the 
needs of their business. On the other hand, Empires, 
States, and municipalities have (at any rate in modern 
times) definitely limited geographical spheres within which 
membership and jurisdiction alike are confined. 

How do the fixed areas of national and municipal adminis- 
trations compare in practice, as regards efficiency, with the 
indeterminate and easily varied limits of voluntary enter- 
prise? The strictly defined geographical area of Govern- 
ment enterprise has certain incidental advantages. As 
compared with other forms of association, it is a gain to the 
State or municipality that the scope of its membership is 
definitely settled, without overlapping or conflict. What- 
ever functions the State or municipality may exercise, there 
can practically never be any question of impinging on the 
jurisdiction of any other State or municipality. But it is an 
even greater advantage to State and municipal enterprise 
that, owing to this same geographical limitation, it is saved 
from the duplications, the conflicts, and the waste that 
inevitably attend on commercial competition. We never 
find two or three departments of the municipality keeping 
duplicate stocks in rival warehouses, offering us identical 
articles at different prices, and delivering the same kinds of 
goods simultaneously at different houses in the same street 
by duplicated delivery services. The one postman whom 
the State Postal Service sends down each street meets in his 
course the competing carts of half-a-dozen different grocers, 
butchers, or milk dealers, the soliciting canvassers of half-a- 
dozen different Industrial Insurance offices, and the delivery 
boys of half-a-dozen different newsagents, serving in the 
aggregate no greater number of households than he does. 
In short, it is an outcome of the geographical limitation by 
which it is fettered that State and municipal enterprise has 
the economic advantages of monopoly—of monopoly which 
no one is under any temptation to administer otherwise 
than in what are believed to be the interests of the whole 
body of those who are at once its customers and its owners. 

Apart from this incidental advantage of strictly defined 
geographical boundaries, we find that, where Government 
services are carried on by the nation at large, they usually 
enjoy a more efficient unit of administration than that 
actually obtained by voluntary enterprise. Capitalist, Co- 
operative and Professional organisations are, in the vast 
majority of cases, practically confined to limits falling far 
short of those of the State ; owing to their voluntary character 
they seldom cover the whole length and breadth of the 
national possessions. One of the main reasons for the 
nationalisation of transport and banking, as of mining and 
afforestation, has been to obtain a larger and more efficient 
unit of administration than private enterprise has afforded. 

Even the national boundaries, which define the areas of 
administration of State monopolies, though economically 
more advantageous than the more restricted fields of most 
capitalist undertakings, are found to have their drawbacks. 
The geographical frontiers have been determined by 
historical causes of a political character, and they may be 
ill-adapted for the enterprise of to-day. This is particularly 
seen in the great industry of Communication and Transport, 
which is always wanting to obliterate State and Municipal 
boundaries. The State Railway Departments, and the 
departments administering the roads and the canals, of such 
countries as Belgium, Holland, Switzerland, Canada, and 
the various States of Australia, suffer considerably in efficiency 
—though less so than any joint stock railway or canal 
company, because these are practically never allowed to 
transcend national boundaries, and usually fall far short of 
the governmental systems in extent—from the “ un- 
economic ” character of their respective spheres of action, 
which in many ways cramp their most advantageous 
development, and obstruct the use of the more direct 
routes and the most convenient handling of traffic. No 
efficient system of communication and transport could 
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possibly have been devised for the congeries of little States 
that made up the Germany of the eighteenth century : the 
perfecting, since 1871, of such a system has been one of the 
greatest advantages of the establishment of the new German 
Empire. The International Postal Union has smoothed 
out many difficulties attendant on the limitation of each 
country’s postal administration to its own territory ; but 
national differences and the jealous guarding by each 
Government of its own postal revenue have so far pre- 
vented the erection of an international postal administra- 
tion. The periodical conferences upon telegraph systems 
amount, as yet, to little more than the beginning of inter- 
nationalism. For roads, canals, and railways we have not 
yet even an International Union. The creation of a united 
** world service ” of communication and transport, organised 
by a single central administration, is still a dream. 

It is only when we get to services and industries con- 
ducted by local authorities that we find Government enter- 
prise actually at a disadvantage relatively to joint-stock 
capitalism in the efficiency of its unit of administration. 
Hardly any city finds its legal area exactly that which 
would have been selected by a capitalist company as the 
most advantageous geographical unit for the purposes of 
drainage or town planning, or for the supply of water, gas, 
electricity, or tramways. This inconvenience is often 
partly overcome by some arrangement with the local 
authorities of the neighbouring areas. Thus, Manchester 
fetches its water supply from Thirlmere by great pipes, 
which pass through the areas of many other local authorities, 
and supply many districts outside the City of Manchester 
itself. More than a dozen populous areas on the edge of 
London have been virtually compelled by the levels to ask 
permission to make use of its main drainage system. The 
Birmingham Town Council extends its tramway service, 
its water supply, and its gas to many adjacent districts. 
But, notwithstanding such mutual arrangements, nearly 
all large cities have periodically to seek a rectification of 
their legal frontiers, in order to enable them to absorb 
completely the communities that have grown up around 
them, for whom a united administration of all the Municipal 
enterprises comes to be advantageous. The City of Bir- 
mingham has grown thus from a dozen square miles in 1851 
to nearly seventy square miles to-day. Similar absorptions 
have taken place during the past thirty years in most of the 
growing towns of Germany as well as Great Britain. Nurem- 
berg has actually been increased in area since 1825 from 
400 acres to over 10,000 acres, by the absorption of a score 
of smaller units in nine separate acts of incorporation. 
Sometimes as in the six adjacent towns of the Staffordshire 
Potteries a few years ago (Stoke-upon-Trent), and of the 
three adjacent towns in the South-West corner of Devonshire 
in 1914 (the Greater Plymouth), or as in the union in 1905 
of the three towns of Duisberg, Ruhrort, and Meiderich on 
the Rhine into the single City of Duisberg, with 70,000 
inhabitants—several contiguous towns will be amalgamated 
into a single borough, avowedly in order that the administra- 
tion of their several municipal enterprises may gain the 
superior economy and efficiency of union. 

But the disadvantages of the fixed geographical area 
are not to be wholly overcome by any amount of extensions 
or amalgamations. What has to be faced is the fact that 
no one area is the best for all purposes. Each function of the 
municipality or the State calls for its own appropriate 
district. The most convenient, the most economical, the 
most efficient unit of area for drainage will not be that for the 
supply of water, gas, or electricity. The most useful unit 
of administration for street cleansing, or paving and lighting, 
or the removal of garbage will not be that for the far- 
stretching tramway service. At one time we sought in 
England to surmount this difficulty by having separate 
governing bodies for different functions, often with different 
areas; an experiment of which the Poor-Law Boards of 
Guardians in England and the School Boards in Scotland 
are the sole survivals. Experience has proved conclusively 


that on grounds of finance as well as for convenience of 


local self-government, it is better for each centre of population 
to have but one local elected authority for all purposes, the 
unity of financial administration and the concentration of 
electoral interest being more advantageous than anything 
gained by dispersion.* 

We can, however, to some extent classify State and Muni- 
cipal enterprises according to the kind of districts within 
which they can best be carried on ; and divide them among 
a hierarchy of local governing authorities, each exercising 
jurisdiction over an area of appropriate size. Thus, in 
England we give the elected council of the Rural Parish 
little more than the function of lighting its thoroughfares 
maintaining its footpaths, and (if it so chooses) conducting 
a public library. To the council of the Rural Sanitary 
District, including many rural parishes, or to the Municipal 
Borough or Urban Sanitary District, we give the care of the 
roads and pavements, the protection of the public health, 
and all sanitary services. To the council of the county 
(including many sanitary districts) we leave the management 
of education, the police and the new service of providing 
pathological laboratories and tuberculosis sanatoria. The 
densely populated compact area of the County Borough is 
made the unit for all government functions whatever, 
from the paving of the streets up to the maintenance of a 
technical college. The wider area of the province has been 
suggested, on the one hand, for the conservation and 
management of water-catchment areas and of rivers, and, 
on the other, for the administration of universities, but in 
the United Kingdom the province still waits to be created.+ 
Our unemployment and unemployment insurance organisa- 
tions, like our factory and wages regulation and our postal 
and telephone services, enjoy the wide area of the State. 


(b) A Political Constitution. 
Another characteristic of Government Enterprise is its 





* We are fettered at present by our assumption that separate 
administrative bodies must be manned by different acts of elected 
persons. We may one day come to a separation of the unit of election 
(and thus of popular control) from that of administration. Thus all 
England might be divided among constituencies, forming units of con- 
venient electoral size. These constituencies would be the areas also 
for the levy and collection of the local rates, but not necessarily for any 
other purpose. Each would elect one representative (or even two or 
three), who, giving their whole time to this work and presumably 
salaried, would be responsible for the administration, within that area, 
of every form and function of Government—to be “ shot at” by the 
citizens for every conceivable grievance! The actual areas of Govern- 
ment might be different for each function, the electoral areas being 
always indivisible units, grouped together suitably according to the 
function. The governing body in each case would be the elected repre- 
sentatives of the grouped units, each elected representative being 
thus a membcr of all the bodies administering any function within his 
constituency. The administrative areas thus formed, which might 
conceivably be different for, say, street management, fire brigade, 
elementary schools, technical colleges, main drainage, electricity or 
tramways and water supply, would issue precepts for revenue on the 
rate-collecting department of each of the electoral areas of which they 
were severally composed. In this way a specialised administration, an 
appropriate area of administration, and separate finance for an inde- 
finite number of different functions, might be combined with unity of 
electoral control and unity of rate collecting. Each citizen would have 
only one election to think about, and only a single demand by one rate 
collector to meet, whilst he would know that he was entitled to com- 
plain to his single elected representative about any maladministration 
whatsoever. The allocation of different administrative functions to 
different boards specially devoted to the several functions would 
greatly facilitate, if desired, the use of different sets of consultants or 
assessors, chosen from among persons of special knowledge or experi- 
ence of the function for which they volunteered their co-operation. 
The responsibility for all action, and therefore the power to make all 
decisions would have to remain with the elected, salaried representa- 
tives of the citizens, after considering the expert advice thus given. 

+ Sometimes hierarchies are constructed for specific purposes. Thus 
there is a Metropolitan Board of Works at Melbourne, modelled on an 
unfortunate London example, which provides for the main drainage 
and some other common needs of a score of contiguous “ pocket 
handkerchief municipalities.’ There are sometimes special water 
authorities, representative of many local governing bodies—thus the 
committee of the Greater Winnipeg Water District administers the 
water supply for seven towns, covering nearly a hundred square miles. 
The Metropolitan Water Board provides water for much more than 
London ; the Lancashire Lunacy Board is a federation for asylum pur- 
poses of a score of Independent County Boroughs with the County 
Council; the West Riding Rivers Board of all the river authorities. 
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dependence on constitutional structure purely political 
in character. The rules of a Consumers’ Co-operative 
Society, of a Trade Union, or of a Professional organisa- 
tion, the articles of association of a Joint-Stock Company or 
the memorandum of agreement of a Capitalist Trust, are all 
framed expressly for their specific purposes, to secure either 
the interests of the consumers or those of the producers or 
those of the capitalist owners of the concern. These con- 
stitutions, if we may so term them, may be varied from 
time to time, at the will of the persons concerned, according 
to new economic exigencies, and without consideration of 
the claims of other classes of the community. But the 
constitutions of the Governments of Russia, Germany, or 
Japan, of the United States, the United Kingdom, or the 
French Republic, have grown up according to political 
circumstances, without regard to the industrial functions 
that the governments now undertake, and have been deter- 
mined by all sorts of different considerations, dynastic or 
racial, revolutionary or philosophical. Even where the 
Government is really a democracy this democracy has 
been organised in order to fulfil the aspirations of the people 
as a whole: it has not been designed to represent the specific 
interests either of the consumers or of the producers of any 
of the commodities or services provided by the govern- 
ment. 

Nor do we find, in any country, that any serious attempt 
has yet been made to alter the constitution of the governing 
body with the object of fitting it for the task—practically 
new to the nineteenth and twentieth centuries, if not to the 
present generation—of organising the production of com- 
modities and services by citizen-producers for citizen- 
consumers. It can hardly be said that any distinctive 
organisation has been even suggested for those public 
departments which belong to the new order of administration 
of productive services (Wirtschaft, gestion), differentiating 
them from the departments still engaged in foreign affairs, 
national defence and internal police (Verwaltung, autorité 
régalienne). The plain citizen who complains about the 
quality of the municipal gas or the non-arrival of a letter 
finds himself with no greater constitutional hold over the 
representatives and officials who are organising these services 
for him than he has over the Foreign Office, Admiralty, or 
Home Office, in foreign policy, the building of battleships, 
or the administration of justice. The government official 
in the railway or postal department realises that he is in 
essentially the same sort of salaried hierarchy as his colleague 
in the Ministry of the Navy or of Foreign Affairs; there 
will probably be the same sort of smouldering friction between 
the technical executive officers and the financial controller, 
the secretariat or the audit; there is, now and again, much 
the same resort, for the same reasons, to Boards, and Com- 
missioners, and Advisory or Consultative Councils; even- 
tually there has to be at the head, in one guise or another, 
a minister responsible to the supreme legislature, by which 
the finances, and, therefore, the policy are controlled. In 
the same way, the parish or the commune, the municipality 
or the district council, will be found in each country to have 
essentially the same constitution and to stand in much the 
same relation to the citizens on the one hand, and to the 
municipal employees on the other, and even to the central 
executive or the supreme legislative authority in the State, 
whether it merely controls the local police or embarks in 
any amount of municipal trading.* In fact, there seems as 
yet no consciousness on the part of the Executives, Legis- 
latures, or electorates that any such constitutional trans- 
formation is required. Economists and Political Scientists 
have been too busy quarrelling over the expediency of the 
modern movement towards Nationalisation and Munici- 
palisation to find time to think out the way in which the 
various administrations of the different services, central 
and local, may be made quickly responsive to the wishes of 





* To this some exception may be made for Germany, where the local 
authorities, which for police purposes are absolutely subordinate to 
the central executive, may enjoy a large measure of autonomy in 
municipal trading. 





the Consumers* and adequately attentive to the needs of the 
Producers. Even the Socialists, who have been perpetually 
proclaiming their faith in the “ Socialisation of the means 
of Production, Distribution, and Exchange,” have failed as 
yet to make practical suggestions for developing, out of the 
existing governmental structure or otherwise, the machinery 
necessary to provide, not merely for the continuous mani- 
festation of the general will of the community as a whole, 
but also for the expression of the desires of the consumers of 
particular services and commodities, and some embodiment 
of the personality of the producers of the same. It is to 
this failure that we attribute such contemporary discontent 
as exists with the results of Government enterprise, alike 
among consumers and producers. 

But though there has been no formulation of theory as 
to the constitutional developments called for by the pro- 
gressive alteration in the functions of government, there 
are certain recent experiments in governmental structure 
which may have some significance in this connection. We 
see, especially in the United States and Australia, a tendency 
to take certain government departments, as they say, “ out 
of politics °—meaning to give them such a form as to place 
them outside the influence of the elected legislature, and 
also, except at long intervals, of the popular electorate. 
Thus, in many of the cities of the United States we find 
a specially constructed “ Commission ” entrusted with the 
administration of the water supply, the parks, the police 
foree, or even the whole of the civic government. Some- 
times the Commissioners will be designated in an Act of 
the Legislature; sometimes they are nominated by the 
Mayor or the State Governor; sometimes they are elected 
by the people for a long term. The greatest engineering 
work that the world has yet seen, the construction of the 
Panama Canal, was entrusted by the United States to such 
a Commission, and was, by the discretion of the Com- 
missioners, very largely delegated to the autocratic authority 
of the chief officer, General Goethals. 

In Australia there has been a similar “ taking out of 
politics” of the State railway administration. Thus, the 
Railway Department of New South Wales has been, since 
1888, placed under the almost uncontrolled direction of a 
Chief Commissioner and two Assistant Commissioners, who 
are appointed by the Ministry for a term of seven years, 
during which the Chief Commissioners, at any rate, are 
practically irremovable, and at the expiration of which 
they are eligible for reappointment for another term of 
seven years. The two Assistant Commissioners are sub- 
ordinate to the Chief Commissioner, who may recommend 
to the Governor their suspension or removal from office. 
But the Chief Commissioner himself is, during his term of 
service, practically an uncontrolled autocrat so far as the 
management of the enterprise ; fixing the sites of stations, 
wharves, etc., determining the train service, entering into 
contracts up to £20,000 at his sole discretion, appointing 
and removing the entire staff, fixing their pay, working 
hours and general conditions, and even, in effect, deciding 
on the freight rates and passenger fares, subject only to 
an almost nominal approval of the Government. 

It is interesting to note that, in ail these instances of 








* We may perhaps see in certain voluntary organisations, especially 
in France, the germ, or, at any rate, a suggestion, of future develop- 
ments of constitutional structure for the representation of consumers 
as such. The “ League of Telephone Users ” at Paris has apparently 
proved itself uscful in checking oppression by the State administration, 
whilst the “ Touring Club ” of France, representing a large proportion 
of the travelling public, has exercised an extraordinary amount of 
influence on both State and municipal administration of roads, bridges, 
railways, hotels, objects of interest, ete. In Germany, Belgium, 
Austria, and other countries the State Railway Administration has long 
had Advisory Committees, specially representative of the Chambers of 
Commerce and other organisations interested in the cheapness and 
efficiency of the goods traffic. The local Advisory Committees which 
our own Postmaster-General has appointed to assist the Telephone 
Administration represent a development of the same idea. It may 
well be that part of the Government constitution of the future will be a 
Standing Committee of the users or consumers of each of the principal 
classes of commodities and services, in constant consultation with the 
administration, and officially charged with the duties of criticism. 
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“ taking the service out of politics,”’ so far as we have been 
able to trace their origin and purpose, the object has been 
to save the citizen-consumers from themselves, to protect 
the general will of the community against the perversions 
to which a faulty political organisation might otherwise 
lead. What was feared was, first, sinister or selfish influences 
in the legislatures, even within the Ministry itself; and, 
secondly, the clamour of the electors, shortsightedly demand- 
ing extravagances of one or other sort in the service to be 
supplied. What was to be prevented was, first, the jobbery 
of appointments, interfering with the selection of the 
fittest persons for the service; and, secondly (as regards 
the Australian railways), the influence of particular localities 
for getting new lines and special facilities, together with 
the pressure of particular industries for rates of freight as 
low as to jeopardise the State revenue.* 

These spasms of what we may call democratic autocracy, 
it will be seen, have been purely defensive. We find no 
idea, either in Australia or America, of organising any means 
of expression of the desires of the consumers of particular 
commodities, or any opportunity for the producers to take 
part in the management of their own working lives. More- 
over, the forms of executive autocracy to which America 
and Australia have resorted afford no solution of the problem 
set to us by the need of providing for the continuance of 
the State and municipality for generation after generation. 
The utmost application of Democracy to the current execu- 
tive government of the community leaves, equally with 
its administration by an executive autocracy, the interests 
of the unborn generations without safeguard in the hands 
of the present generation, which may very well be led, by 

ed or by bias, to sacrifice the future of the community as 
a whole to the transient enjoyment of its present members. 
We seek in the United Kingdom, by means of the National 
Legislature, to set reasonable bounds to the constant desire 
of municipalities to mortgage their future. But who shall 
restrain the House of Commons from raiding the national 
sinking fund or from piling up the national debt? In the 
United States the right of loca] authorities to incur indebted- 
ness is often specifically limited by State or municipal 
constitutions, but there is nothing to restrain the constituent 
State electors themselves, or the Federal Legislature, from 
the most reckless disposal of the conditions of life of future 
generations. The Australian States have shown them- 
selves beyond all precedent prodigal in borrowing money 
for effecting improvements for which subsequent genera- 
tions will have to pay, whilst at the same time granting 
away at low prices the freehold ownership of the land of 
which the costly improvements may increase the value, 
and using the proceeds of these land sales as revenue in 
order to reduce present taxation. In Canada the conflict 
of interest between the present and the future may every- 
where be seen in the unashamed individual appropriation 
of the natural resources of a continent, and the eagerness 
of every citizen for speculation in land, which leads the 
present electorate, an enormous proportion of whom are 
pecuniarily interested in land values, to look with com- 
placency on the frenzied efforts of the great capitalists to 
pour in new emigrants to the extent of more than ten times 
the ordinary annual rate of increase of the population. All 
these examples reveal to us gaps in the organisation of the 
Democratic State as an Association of Consumers. 

We may, however, note another development of structure, 
specially characteristic of the United Kingdom, in which 
those who directly use the special service have been given 
the main control over its administration. During the past 
half-century the administration of certain great ports and 
docks has been taken out of the hands in some cases of the 





* The same protection might have been sought against attempts of the 
municipal employees or the State railway servants to obtain exaggerated 
increases of wages by electoral influence or political pressure in the 
legislature. As a matter of historical fact, it does not seem to have 
been against the Trade Unions or the employees of State or munici- 
pality that Australia or America resorted to these spasms of auto- 
cratic administration, but against the politicians and the local interests 
in land values. 


Town Councils, in others of capitalist joint-stock com- 
panies, and entrusted to specially constituted statutory 
authorities, of which the best known are the Mersey Docks 
and Harbour Board, controlling the Port of Liverpool ; 
and the Port of London Authority, administering the 
harbour of the Thames. What is significant is that, in 
both these cases, after prolonged controversy the new 
statutory authority was made predominantly representative 
of, and for the most part elected by, the immediate users 
and consumers of the service rendered. A majority of the 
members of each of these great bodies are elected directly 
by the payers of port and dock dues—that is to say, the 
merchants and shipowners who come day by day in direct 
contact with the services to be performed—with quite small 
minorities representing the Crown, the local municipal 
authority, and (in the case of the Port of London) the workers 
concerned. Though a Port or Harbour Authority thus 
constituted may, as was intended, avoid friction and com- 
plaint in its daily dealings with the capitalist payers of dock 
dues, it cannot be said that the real “ users ” of the service 
—the millions who ultimately consume the commodities 
received or shipped at the port, together with the myriads 
of passengers who arrive cr embark—find either in the 
Mersey Docks and Harbour Board or in the Port of London 
Authority any more effective organ of expression of their 
needs or desires than do the tens of thousands of lightermen, 
stevedores, corn and timber porters, and dock labourers by 
whom the bulk of the work is performed. 

We have accordingly to conclude that, all over the world, 
the constitution of governments, whether national or local— 
derived es this is from a time when the functions of govern- 
ment were far different from what they are to-day—leaves 
much to be desired. Apart from their still incomplete 
democratisation of form, and their still more imperfect 
democratisation of spirit, governments, both national and 
local, fall lamentably short, both positively and negatively, in 
constitutional structure. To entrust the control and 
management of industry exclusively to the decision of a mass 
vote of the contemporary electorate, taken merely by 
geographical constituencies, or to officials or legislatures 
responsible solely to such an electorate, is to give an altogether 
undue weight to one out of several different considerations. 
Nor have we here a matter merely of the representation, or 
of the protection, of numerical minorities of one sort or 
another. Even in crder to arrive at any genuine common 
will cf the community as a whole, the feelings and desires of 
the citizen-consumers in each geographical constituency, 
when they think of themselves parochially, and the feelings and 
desires of the users or consumers of any particular com- 
modity or service, when they think of their enjoyment of that 
commodity or service, need to be brought into due relation 
with the feelings and desires of the whole mass of the citizens 
of the State, when they think of themselves nationally. More- 
over, municipality or State, like any other social organisation, 
has necessarily to be thought of as a going concern, to which 
the future is as important as the present. The feelings and 
desires of the present electorate have, therefore, somehow 
to be brought into proper relation with those of future 
generations of citizen-consumers, or, as we usually put it, 
with the permanent welfare of the community. The ordinary 
practical, or the ideally simple, constitutional structure of 
the Democratic State, whilst it neglects to give effective 
expression, or allow adequate weight in the decision, to the 
feelings and desires of separate minorities of citizen-con- 
sumers, thus fails also to ensure a continuous carrying out 
of the general will—fails in this respect alike against perver- 
sions due to the influence of particular fragments of the 
electorate in their special regard for their several interests, 
and against perversions due to the influence of the whole of 
the present electorate in its disregard of the future. 

(c) The State in Partnership with the Capitalist. (Not printed.) 

(i.) The Partnership of Indebtedness. 

(ii.) Control over services in capitalist administration. 
(iii.) Dividing the net revenue with the capitalist. 

(iv.) The partnership in both ownership and results. 
(v.) Partnership a transitional form. 
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CHAPTER III. 
How Prices ARE FIxeEp. 


In State and Municipal enterprise, even more than in the 
Co-operative Store and Wholesale Society, the fixing of 
the price to be charged to the individual consumer comes to 
be an act of policy. What in the capitalist manufacturer 
or trader is empirically determined as the result of the 
“ curve of effective demand,” limited by the basis of cost of 

roduction, in the municipality and the State has to be 
settled by deliberate statecraft. Just as a Belgian or 
British Co-operative Society puts a full profit on tea or 
tobacco, supplies sugar and shirts at a fraction over cost, 
professes to make an actual loss on the dressmaking depart- 
ment, and often provides lectures and a reading room, 
entertainments and a modest life assurance without any 
charge whatever, so the British Government makes five 
millions a year surplus out of penny letters, gives us tele- 
grams below cost, and telephones practically without profit, 
and opens Kew Gardens and the British Museum without 
fee. Our municipalities usually make a handsome profit on 
their sales of gas and electricity, supply water without stint 
on a fixed payment, according to what is assumed to be our 
sition or means, provide higher education far below cost, 
and distribute elementary schooling, recreation in the parks, 
and hospital treatment for the sick free of any charge whatso- 
ever. And these arrangements are always changing. We 
used to put a price on the crossing of our bridges and, so far 
as cattle and vehicles are concerned, on the use of the high 
roads. It is only the other day that we in the United 
Kingdom gave up charging fees in elementary schools—this 
is not yet wholly given up in Germany and Japan—and we 
are still a little shocked at the idea of the ministrations of the 
“panel doctor,” and the district nurse becoming as “ free ” 
as those of the Medical Officer and the Health Visitor. 

In Prussia, under the Communal Taxation Law, the local 
governing bodies find their power of fixing the prices of the 
commodities and services that they supply regulated 
according to certain principles. A distinction is made be- 
tween “‘ communal institutions ” (Anstalten) and commercial 
enterprises. For the former, which include the public 
abattoirs, hospitals, pawn-shops, street cleaning, refuse 
and garbage removal, and institutions for the relief of the 
poor, the charges made (if any), must be limited to such an 
amount as will cover the cost of construction and operating. 
These charges may be collected by summary process, as 
being of the nature of taxes. For the commercial enter- 
prises, which include tramways, the supply of gas and the 
municipal breweries, inns, and restaurants, and, more 
doubtfully, waterworks, markets, and public baths, especially 
if use or consumption is not legally obligatory, the munici- 
pality may charge what it chooses, and can recover the 
amount only as a civil debt. In the United Kingdom there 
is no such division of municipal services. For all alike, so far 
as the general law is concerned, the municipality is equally 
free to fix the charge at what it pleases, and can recover this 
only as a civil debt, subject, however, to frequent conditions 
as to maxima (and even occasionally minima) imposed in 
particular cases by statute or regulation. 

What are the considerations that determine the price to be 
charged in the different forms of State or municipal “ trad-" 
ing”? Administrative economy and the customers’ con- 
venience may (as with the turnpike roads, the toll-bridges, 
and the elementary schools) point so strongly to getting rid 
of irritating small payments that are costly to collect that 
even a most uncommunistic generation finds itself driven, 
in these departments, to sheer Communism. But the 
determining consideration will generally be the extent to 
Which it is desired, in the public interest, to facilitate and 
encourage consumption. Sometimes, as in the case of the 
alcoholic monopolies of Russia (down to August last), 
Switzerland and Scandinavia, and the “ Government 
Monopolies Department ” of the Straits Settlement (which 
manufactures opium), temptation to maximise net revenue 
18 inconsistently mixed with a pious aspiration after the 
reduction of consumption. In these cases a growing appre- 





ciation of the importance of restricting consumption to a 
minimum, coupled with a sense of the practical difficulty of 
complete prohibition, may lead to successive increases in 
price. We may, on the other hand, as with most municipal 
water supplies, consider unlimited abundance socially more 
important than the avoidance of waste, and therefore 
supply water without stint to every household, and even 
enact that this access to unlimited water shall be an obli- 
gatory feature of every dwelling-house; whilst making 
either no separate charge at all or (as is more usual) charging, 
for water used for household domestic purposes, only a fixed 
annual sum, irrespective of the amount of consumption, the 
levy being based on the rental value of the occupancy or 
other assumed index of means or civic status. 

Where it is thought more important to discourage waste 
in use (as with the supply of gas and electricity) a definite 
charge per unit consumed seems indispensable, or at any 
rate the only practical alternative to an amount of inspection 
and check that would be intolerable. But this charge may 
either be made a low one, sufficient only to cover, in the 
aggregate, the cost of production, or, as is common in 
British municipalities, it may be deliberately raised so as 
to yield a surplus, which can be used to supply elementary 
education or parks or music gratuitously to all ; or, rather, 
to enable some of the separately levied taxation to be dis- 
pensed with. For the most part it is not yet found con- 
venient to supply the service of communication and trans- 
port entirely without charge, though the use of the roads 
and bridges, however great may be the cost of construction 
and maintenance, is now commonly allowed without fee, 
as is also, in most countries, the use of the Government 
canals. The only steamship service open without charge 
seems to be that of the London County Council across the 
Thames at Woolwich, which is allowed to be used gratuitously 
merely because it goes by the name of a ferry. But the 
tendency on State railways and steamships and municipal 
tramways is to reduce the fares, and frequently also the 
freight of goods, down to the point at which the enterprise 
yields, in the aggregate, no larger surplus over expense of 
operation than suffices to cover the charges incurred for 
interest on borrowed capital, together with the obligatory 
repayment of capital by instalments or sinking fund. We 
may regard as special applications of this tendency to Com- 
munism such experiments as the adoption (as on the Hun- 
garian State railways) of a “ zone system”; the concession, 
on the Belgian light railways and on the London County 
Council and other tramways, of exceptionally low fares for 
workmen starting early in the morning; and, on many 
systems, of specially reduced rates for children going to and 
from school. There are even cases in which particular 
classes, such as the blind or children in attendance at public 
schools—sometimes also such Government employees as 
postmen and policemen—are allowed to travel entirely free. 
When war was declared in 1914 the British Government 
summarily suspended private enterprise in railways, and 
tock the whole management temporarily into its own 
hands, operating through a committee of the general mana- 
gers, who received daily orders from the War Office. It is 
interesting that, in order to secure the utmost mobility, not 
only were all charges by one company against another 
temporarily abolished, but also all payments for the con- 
veyance of troops and Government stores were suspended, 
the Government preferring to have the free use of the entire 
railway system as a whole, and agreeing to make up the net 
revenue of each company to what it had been in the pre- 
ceding year. The postal services of the world display much 
of the same communistic tendency. It is true that the 
highly elaborate network of intercommunication, from letter 
post up to wireless telegraphy, is nowhere available for use 
by the public absolutely without fee, except (in the United 
Kingdom) for letters addressed on public business to the 
principal State departments in London. But, owing partly 
to the essentially communistic “ zone system ” being every- 
where pushed to an extreme—all parts of each country, 
however sparsely peopled, being served with letters, parcels, 
money orders, and telegrams at the same uniform fee—and 
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partly to the addition of new services at a plainly unprofit- 
able rate, the postal administration of the world, taking all 
countries together, is run actually at an annual loss.* On 
the other hand, there is a whole range of Government ser - 
vices, from the costly main drainage system, the lamp-lit 
paved streets, the expensively maintained parks and the 
municipal open-air concerts, up to schools, museums, art 
galleries and libraries, of which we think that no one can 
possibly use too much. For these branches of what are, in 
effect, great and rapidly-growing Government industries 
we frankly adopt the principle of Communism, allowing each 
to take freely according to his real or fancied needs, and 
providing the cost roughly in proportion to our several 
abilities. And we go further. There are services of which 
it is so strongly desired to maximise the consumption—such 
as the use of isolation hospitals for infectious diseases—that 
we nowadays not only render them without charge, but we 
may even pay the consumer (in the form of maintenance 
allowances for the dependants of hospital patients or actual 
wages for small-pox “ contacts” prevented from work) to 
submit to what the common welfare requires. 

Thus it seems as if in the future there would be two ten- 
dencies at work with regard to Government prices. On the 
one hand, in order to restrict and discourage consumption, 
high prices may be charged, even “as much as the traffic 
will bear,” without regard to the cost of production. The 
revenue derived from commodities and services for which 
such high prices are imposed will be used to reduce to the 
lowest possible minimum the prices charged for commodities 
and services of which it is desired, in the public interest, to 
maximise consumption. Where it can be done without 
excessive extravagance and waste, the latter tendency 
will bring the governments of the world increasingly towards 
the Communism of completely abolishing specific charges 
which restrict freedom of consumption or use. But this 
tendency will be limited by the need of providing for the 
expenses of government, when there are no great incomes of 
rent and interest remaining in private hands to be taxed. 
Prices will, in fact, have to be considered by the Finance 
Minister. The Budget of the city or State of to-morrow, 
like that of the Republic of San Marino to-day, may know 
nothing of rates and taxes, but may be made up entirely 
of the rents of public property in private occupation, of fees 
or “ special assessments ” for exceptional services rendered 
to individuals, and of the prices of the innumerable com- 
modities produced and services rendered by the Government. 
These prices will accordingly be fixed (like those of Govern- 
ment salt, opium, alcohol, matches, tobacco, and camphor 
at present) so as to yield whatever is the necessary balance 
that the Finance Minister or Municipal Treasurer requires. 


CHAPTER IV. 


THE PosITIoN OF THE EMPLOYEES IN THE STATE AND 
MunlicIpaL SERVICE. 


We have seen that, even omitting the temporary service 
of the citizens in the army or navy, it is to-day usual for 
something between 5 and 15 per cent. of all the house- 
holds of a country of advanced civilisation to be in the 
employment of one or other branches of its public service. 
We have estimated that in the aggregate, throughout the 
civilised world, a population larger than that of the United 
Kingdom thus finds its livelihood. We have now to ask 
what is the life that Government employment secures to 
this vast population. We cannot pretend to have explored, 
still less to be able here to set forth, the actual conditions 








* The postal departments of the United Kingdom, Germany, France, 
etc., make an annual surplus ; but even here it has to be noted (1) that 
nothing is usually charged as interest on the extensive capital outlay 
involved (except, occasionally, as in the United Kingdom, for the cost of 
outstanding debt for telegraphs, etc.) ; (2) that many parts of the busi- 
ness are carried on at a loss. In the United States (which, by its 


highly successful extension to the carriage of parcels, even up to a 
hundredweight, has just turned its annual deficit into a profit) it has 
been officially stated that the cheap rates for newspapers (‘‘ second- 
class mail matter”’) involve a “‘ waste” of 20 million dollars a year. 


-his partners and himself. 


of service of all the ten or twelve millions of State and 
municipal employees, under all the hundreds of thousands 
of autonomous separate administrations, national and 
municipal, from California to the Caucasus, from Iceland 
to Invercargill. We can aspire to nothing more than the 
summarising of certain generalities as to those features of 
public employment which seem to be characteristic. 

It is a significant fact, as bearing on the causes and the 
motives that have brought about the development of govern- 
ment industry that, unlike the Co-operative Movement, 
it has made no pretension to better the condition either of 
the persons in public employment or of the wage-earning 
proletariat generally. Nowhere do we find that govern- 
ment industries are professedly run in the interests of the 
producers employed therein. The staffs of the various 
public departments have been organised, and the conditions 
of their employment have been defined, with a view to the 
most successful fulfilment of the departmental functions ; 
for the benefit, that is to say, not of the producers, but of 
the consumers, and through them of the community as a 
whole. It is only within the past five and twenty years, 
indeed, since the passing of the first resolutions as to “ Fair 
Wages ” at the London School Board in 1888, at the instance 
of its Fabian members, that there has been any idea that the 
Municipality and the State could be expected to take into 
account, in determining labour conditions, any considerations 
other than those of efficiency of result and economy of cost 
in the service to be performed. It is only during the last 
decade that German and French municipalities have begun 
to treat their employees with any more consideration than 
the private capitalist. Even now it is only rarely and very 
imperfectly that the different government administrations 
are influenced, in fixing or altering the conditions of employ- 
ment—at any rate, so far as the great mass of manual workers 
and the humblest grades of clerical workers are con- 
cerned—by considerations essentially different from those 
which influence any large and sensible capitalist employer, 
intent on making his industry permanently profitable to 
Any differences between the 
State or Municipal service and capitalist employment, 
especially so far as the humbler grades of employees are 
concerned, are due more to the essential differences between 
the two services than to any conscious and deliberate ameli- 
oration of the conditions in the interest of the producers. 


(a) The Brain-workers. 

The outstanding feature of the State and Municipal 
service all the world over, as compared with the Co-operative 
Movement, is the great distinction drawn between the upper 
and lower grades—in the main, between the clerical and 
administrative staff on the one hand, and the manual 
workers, skilled or unskilled, on the other. This cleavage, 
which we notice even in America and Australasia, greatly 
transcends in importance the differences between the treat- 
ment of the various grades of brain-workers or manual 
workers themselves ; it extends to much more than pay and 
privileges ; it divides the manual worker from the brain- 
worker also in respect of status and public esteem, and in 
respect of the amenity and security that are allowed to 
those who directly serve the community. Everywhere 
it is the members of the administrative and clerical staff— 
the brain-workers as distinguished from the manual workers 
—who are alone looked on as Civil Servants, or whose 
employment by the community as a whole instead of by 
particular capitalists is deemed to entitle them to con- 
sideration. For this there is, of course, the historical reason 
that, down to less than half a century ago, all the posts to 
which any adequate salary was attached, and which did 
not involve work associated with the menial class, were 
reserved, in practice, in nearly all countries, for the relatives, 
the dependants, or the parasites of the aristocratic or govern- 
ing class. Nor is it true only of the State Departments, or 
of this country alone. In practically all countries an analo- 
gous reservation of the higher posts has prevailed ; whilst 
even in the Municipal establishments the same sort of class 
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patronage has long held sway. Though this sort of class 
monopoly of the Civil Service has, during the past generation, 
everywhere been largely broken down, by the opening of 
appointments to competitive examination, by the diffusion 
of educational opportunities, and by a wider distribution 
of patronage, enough remains to make the position very 
different from that of the employees of the British, Belgian, 
Swiss or German Co-operative Movements. 

It is not that the Civil Servants of the world, even in 
the highest grades, are relatively highly paid. We see, in 
fact, in government industry the same avoidance of the 
most extreme inequalities that we noticed both among the 
Co-operative Associations of Consumers and the Associations 
of Producers, though not quite to the same extent. In the 
United Kingdom, for instance, whether in the service of the 
national government or in that of the Local Authorities, 
the salaries paid to the ablest and most responsible among 
the professional administrators by whom the fifteen hun- 
dred million pounds worth of capital employed in govern- 
ment service is being directed in no case exceed £3,000 a 
year.* It is no exaggeration to say that among the “ cap- 
tains of industry ” who are contemporaneously administer- 
ing those industrial enterprises in the United Kingdom that 
are still abandoned to Capitalism, there are literally hun- 
dreds of men who are taking as their remuneration more than 
ten times as much as the highest paid Civil Servant ; whilst 
the extreme range between the lowest and the highest 
incomes taken as “earned” may well be twenty times as 
great in private as in public business. The contrast between 
the incomes “earned” by the greatest capitalist entre- 
preneurs and by the very highest public servants is at 
least as considerable in the United States and Australia 
as it is in the United Kingdom—on the Continent of Europe 
and in India and Japan it is probably even greater. The 
Prussian State railways, coal mines, forests, shipbuilding 
yards, gunpowder works, and all the innumerable factories 
producing army stores—to take only the State enterprises 
of a single country—are apparently managed with efficiency 
and success, so far at least as the interests of the public 
as consumers are concerned, by administrators giving their 
brains and their instinct of command in return for yearly 
incomes at which a big Westphalian “ coal baron ”’ or the head 
of a great German electrical or chemical business—not to 
mention a Berlin banker—would think scarcely enough for 
his chef or his head gardener. Largely because the most dis- 
tinguished men in each generation prefer to serve the com- 
munity rather than amass riches—largely also because of 
the superior amenity and esteem of public service as com- 
pared with profit-making—the State and the Municipality 
can attract and retain at quite modest salaries and pensions 
men able to organise and administer the public departments 
with the admittedly commanding genius with which Dr. 
von Stephan managed the German Post Office, or General 
Goethals the construction of the Panama Canal. This fact 
represents, taking the world over, a very Jarge saving of 
cost to the community. 

(i.) Continuity. 

Turning now to the conditions of employment among the 
brain-workers in the State and municipal service, we are 
struck at once by the universal prevalence of a much greater 
continuity, and a more assured permanence of tenure, than 
in capitalist industry. This is seen, though not to the same 
extent, in all countries, in all departments, and in all grades. 
In all the countries of Europe, and in Japan, India and 
Australia, though the arrangements are often far from 


* The highest salaries borne on the British Estimates (apart from 
the political offices, in which there is no continuity of employment, 
and apart also from the judges) seem to be those of the Civil Lord of 
the Admiralty in charge of contracts (£3,000); the Public Trustee 
(£3,000), and the Chairman of the Road Board (£3,000) (the latter two 
are, however, not “ established *”’ and pensionable); the Permanent 
Under-Secretary of State for Foreign Offices (£2,800) ; and the Director 
of Naval Education (£2,500 and residence). The two Secretaries of 
the Treasury now get only £2,000 each, and this sum is hardly ever 
exceeded in any department. Indeed, the officers drawing more than 
£2,000 a year could almost be counted on the fingers. 





perfect, and though particular offices and particular depart- 
ments in the different countries are still made the prey of 
ruthless dismissals in order to permit of new appointments, 
it is accepted in principle that all grades of State servants 
above that of the wage-paid manual worker shall, if in 
‘* established ”’ positions, enjoy almost complete permanence 
of tenure, should be discharged only for a grave offence, 
should have what is equivalent to power of appeal against 
unjust punishment, and should be fully protected against 
dismissal through the caprice or malice of their immediate 
superiors. Apart from the relatively smail fringe of 
avowedly temporary clerks or executive officials, whose 
employment is ostensibly provisional and casual, such a 
thing as discharge owing to the lack of work is practically 
unknown. The outstanding exception to this rule is the 
State and municipal service of the United States, though 
even in the United States the permanence of the Federal 
Government service is increasing even faster than its extent. 
Nearly everywhere else in the world it is taken for granted 
that the young man who gains a Civil Service appointment 
of a clerical or an administrative character may, if he likes, 
retain it, apart from proved misbehaviour or breakdown 
of health, until the time for the superannuation arrives. 


(ii.) An Assured Standard of Life. 
For all the clerical and administrative grades, moreover, 


the principle has been adopted of fixing a graduated scale 
of pay, based on what is considered the necessary cost of 
maintenance at the assumed standard of life of the class, 
with advancement by annual or triennial increments, and 
promotion from grade to grade in the hierarchy, coupled 
with liberal provision for sickness and a superannuation 
allowance on breakdown, or at some such age as sixty. The 
lower grades receive, in all countries, quite modest salaries, 
often falling far short of their claims and desires. But 
there is no interruption of pay on any accidental inter- 
ruption of business : there are no gaps owing to unemploy- 
ment: fluctuations in the volume of work produce no 
stoppages of the income on which the household depends. 
An interesting recent development is the practice pe tee 
during the late increase in prices by many State departments 
and Municipal authorities in Germany and Austria, of 
graduating the pay according to the number of children. 
In Germany alone, as we learn from the Kommunales 
Jahrbuch, something like eighty municipalities (including 
Frankfort-am-Main, Strassburg, Mayence, Mulhouse, Ulm, 
Elberfeld, Dusseldorf, Crefeld, and Charlottenburg) in the 
year 1912-8 gave increases of wages or salaries on this plan. 
Thus, in Dresden a worker with one or two children was 
granted a rise of a shilling a week; one with three or four, 
two shillings a week ; one with five or six, three shillings a 
week ; and one with seven or more children, eight shillings 
a week. The Hungarian Government conceded increases, 
by law of July 20th, 1912, to the salaries of both higher and 
lower officials, those of high grade receiving additions of 
£8 6s. 8d. for each child under 24 years of age, up to a 
maximum of three. Officials of lower grade received 
increases on the same plan, but of only half the amount per 
child.* In some cases the idea of ensuring to the Civil 
Servant an undiminished standard of life has led to a quin- 
quennial or other periodical general revision of all salaries. 


(iii.) Disinterested Management. 


We may, in fact, say that in working out the conditions 
of service of the Civil Servant of the twentieth century— 
freed from the abuses of patronage and the sloth that used 
to mark the national departments, but no longer do so— 
the State has made a valuable contribution to industrial 
organisation. We see, in the first place, that, contrary to 
the assumption of the early economists and of the capitalists 
of to-day, it is possible, by State and Municipal adminis- 

* That great religious organisation, the Wesleyan Methodist Church, 
has long provided for its ministers in England (1) a suitable dwelling- 
house ; (2) a fixed stipend of £200 a year ; (8) an additional sum of £20 
a year for each child. 





SPECIAL 
20 a.m 


THE NEW STATESMAN 


May 8, 1915 





tration, to get the great advantage of really disinterested 
management—of an administration of each department in 
which there is no motive of private profit to tempt to 
deflection from the course best suited to the common weal. 
Those who, throughout the world, are managing municipal 
waterworks or tramways, our own national dockyards and 
small arms factories, the Prussian State railways and coal 
mines, or the Belgian Government steamship line, may or 
may not be more likely to escape personal corruption or 
peculation than the administrators of private capitalist 
undertakings : they may or may not. equal these in initiative 
and inventiveness : but in the State and Municipal Depart- 
ments we are at any rate absolutely protected from the very 
real danger of a policy or a method being chosen, avowedly not 
because it is the best for the community, but because it 
yields most profit for any private owners. 

We learn, secondly, as we learnt in the Co-operative 
Movement, that the huge incomes, which we allow our great 
captains of industry to award to themselves in private 
capitalism, can be dispensed with, at least in the extensive 
range of industries and services in which Government had 
proved already itself successful, as well as in those organised 
by the voluntary Associations of Consumers. State and 
Municipal industry, even on the largest scale (such as that 
of the Prussian Railway Department or the British Post 
Office) requires, it is demonstrated, even amid the present 
mad race for private riches, and with the assumed pre- 
valence of mercenary motives, no payment for service 
greater than a few thousand pounds a year. 

Thirdly, we find worked out in public employment, as 
yet only partially and empirically, a principle of recruiting 
each branch of the service solely in accordance with the 
needs of its particular function, and a method of selection 
of the recruits deliberately by their apparent superior 
fitness for the post to be filled. This practice of selection 
by means of open competitive examination, whilst excluding 
the proved evils of nepotism and class patronage, puts each 
department in the position of being, not an end in itself, 
but only an organ of the body politic, having for its purpose 
the welfare of the organism as a whole. Leaving out of 
account the extent to-which the open competitive exami- 
nation may yet be improved, we have here nothing less than 
a revolution in the very principle of appointment which 
has not yet extended to any but a tiny part of capitalist 
enterprise. The Governmer't service has herein made an 
enormous advance in its efficiency as compared with private 
employment. To-day, wherever competitive examination 
prevails, so far as it is possible to discover the best, the State 
gets the “ pick of the market.” 

Finally, we have in the State and Municipal service through- 
out the world the successful adoption—perhaps only half- 
consciously—of the principle which the Socialists share 
with the Positivists—namely, that the best service is neither 
given for reward, nor can be paid for in cash, but must be 
rendered for love and duty, on a basis of an assured main- 
tenance. Contrary to the injunctions of the economists 
and to the practice of the business world, the State and 
Municipal service is, especially among the higher grades of 
directors and controllers, organised on the principle of 
assuring to each man a continuity of livelihood, at the 
standard of life of his class, irrespective of the amount of 
his product, and even of the price of his labour in the com- 
petitive market : and of relying for the zeal and efficiency of 
service, not on his fear of starvation through unemployment, 
but partly on the power of organisation and supervision 
and the stimulus of habit, partly on the almost universal 
desire for successful performance of one’s own function, 
and on a training in public duty. 


(b) The Manual Workers. 


We think that the position thus given to the brain-working 
Civil Service is rendered possible only by the recognised 
public character of the work, and by the fact that, in accepting 
Government employment, its members forego the chances 
of wealth that capitalism offers to them. 


Moreover, the 


conditions of their official life are settled, at any rate in all 
but the lowest grades, if not by themselves individually 
at least by men of their own class. There is nothing in the 
nature of a “ class struggle.”* Very different in almost all 
respects is the position of the great mass of State and 
Municipal employees who belong to the manual working 
class. It seems to us remarkable that the State and Muni- 
cipal services all over the world—even in the United States 
and Australasia—should have refused, until only the other 
day, even to consider the possibility of according to their 
manual working employees anything analogous to the 
conditions of service which they have generally established 
for their brainworkers. Even now, after the spasmodic 
interference of the Legislatures and Municipal Councils, 
in response to a slowly growing public opinion, very little 
reform has been effected. 


(i.) Government Wages. 

With regard to the pay of the manual workers, what has 
been customary, and what is still usual in many countries, 
is for the local working chief of each department to take on 
labourers at the lowest rates current in the locality for similar 
kinds of work. It is, indeed, nearly everywhere firmly fixed 
in the mind of the superior government official that manual 
labour is a commodity, to be simply bought in the market 
like any other commodity, at the current market price. _ It is 
quite common, in the published reports of State or Muni- 
cipal enterprises, to find no mention whatever of the con- 
ditions of life provided for the citizen-producers who are, 
in such enterprises, set to serve the State. We read occa- 
sionally about the “ supply of labour ” as we do of the “ sup- 
ply of material,” without any consciousness of there being 
conceivably any difference in kind between them.t Until 
the other day, indeed, such an attitude of mind was habitu- 
ally assumed to be, not only permissible, but the bounden 
duty of the State or Municipal administrator in charge of 
manual working employees, just as it was of the capitalist 
employer. It is to this day still believed by the ordinary 
business man, and indeed, by some Political Economists, 
to be the only sound course or policy for a public authority. 
But during the past two decades Municipalities and State 
Departments have gradually been driven by electoral pres- 
sure, under the advice of modern economists, to take for- 
mally into consideration the question of whether the market 
rate of wages is enough for what is deemed a reasonable 
subsistence. In the United Kingdom the Admiralty, the 
War Office and the Post Office; in Australia the State 
railway departments, the State quarries, and the State 
joinery, lime and brick works; in France the primary 
school and postal administrations have had repeatedly 
to revise the lowest salaries, in order to bring them up, not 
merely to the price to which sufficient recruits would be 
attracted—for so popular is everywhere the government 
service that recruits can be got at practically any figure— 
but professedly to the level at which it could be asserted 
that such persons could exist in decency and comfort. It 
is a mark of the great class cleavage, and a result of the 
decision being almost entirely in the hands of the superior 





* However harshly the lower grades of subordinate executive and 
“‘ routine clerical” officers in the State or Municipal service may be 
dealt with, in comparison with the higher or “ administrative ” grades 
—giving rise to such agitations in this country for increased pay, 
better status and more opportunity of promotion as those of the 
Second Division clerks, the subordinate postal officials and the teachers 
in elementary schools—it is significant that their treatment is, in this 
as in other countries, much more considerate as regards the matters 
to be now referred to than that meted out to the manual workers. 

+ Thus, in one of the most thoroughly democratised States of the 
world (New South Wales), we find the following in the annual report 
for 1912 of the Sydney Harbour Trust (a government department) : 
“The supply of suitable labour has not always been adequate, ana 
considerable difficulty has been experienced in obtaining a regular 
supply of materials, while the cost of same has been greatly advanced. 
The delivery of timber has been frequently delayed by the state of 
some of the northern river bars” (p. 1). The report contains no 
other reference to the citizens whose working lives are spent in this 
service ; not even particulars of the rates of wages paid, or the hours 
of labour, or the health or accidents of the staff, or the extent to which 
any continuity of livelihood is afforded to them. 
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class, that these “ moral minima” have been fixed much 
more in relation to the current market rates of wages than 
to any objective standard of life. In spite of the calcu- 
lations of the physiologists and the economists as to what 
is required for healthy subsistence, we find the Post Office 
administrators of the United Kingdom in the year 1914 
still haggling over whether the “ moral minimum” shall 
be twenty or twenty-two shillings per week ; the Admiralty 
and War Office priding themselves on having, after a quar- 
ter of a century of pressure, raised the minimum—which in 
1892 was as low as seventeen shillings a week—to as much 
as twenty-five shillings a week in London and less else- 
where; and various other government departments still 
quite content to give their manual workers only half what 
they accord to the lower grades of their clerks. Even in 
America and Australia it is still taken for granted that, 
whilst the brain-working official must be secured certain 
minimum conditions of physical comfort and refinement, 
and must be enabled to bring up his children in such con- 
ditions, there is no reason to accord to the manual worker 
anything like these conditions or to enable his children 
to grow up on such a plane. The propriety of this double 
standard for the minimum to be secured to the families 
of brain-workers and manual workers respectively does not 
seem yet to have been questioned, even by those whose talk 
is of “ equality of opportunity.” 

It is not that the manual working employees of the State 
or Municipality are usually in receipt of lower wages or 
worse conditions of service than in analogous services under 
private capitalismg On the contrary, so far as we are able 
to ascertain, the past quarter of a century has seen the rates 
of wages of Government Departments and Municipal enter- 
prises made distinctly superior, as a rule, to the rates pre- 
vailing in the competitive market. Thus, whilst the London 
tramway service was in transition from company ownership 
to municipal management, it was found markedly advan- 
tageous to the operatives on the leased lines for the London 
County Council to stipulate that they should receive the 
same rates of pay and to enjoy the same normal day as the 
Council’s own tramway employees. When the Munici- 
pality of Paris acquired and leased the gasworks, its stipu- 
lation that the gas employees should enjoy the same status 
as its own compelled the leasing company at once to increase 
the annual wage bill by five million francs. When the French 
Government took over the “‘ Western ” railway, it found that, 
to bring the emoluments up to those on the State system, 
over 10,000 men had to receive advances totalling over 
£35,000 a year. When the vast undertaking of the National 


Telephone Company was taken over by the British Post- , 
master-General, it was discovered that the placing of its’ 


18,000 employees on an equal footing with the Post Office 
telephone operators cost an average of four shillings a week 
all round in cash, and as much more in the way of longer 
holidays, improved pension rights, ete. What is remark- 
able is the tenacity with which the idea is held that the wage 
of the manual worker should be based on a calculation of the 
lowest amount on which it is possible to subsist, while the 
salary of the superior Civil servant is fixed with reference to 
quite another standard of life, not only for himself but also 
for his children. 


(ii.) Continuity of Livelihood. 


The case is the same with regard to conditions other than 
wages. The permanence of tenure and uninterrupted 
incomes secured, with but few exceptions, to the brain- 
working Civil servants are not extended to the mass of the 
wage-earning manual workers in the same service, to whom 
such assured continuity of livelihood would be as advanta- 
geous as it is to the “ established” clerical staff. At the 
same time, it must not be ignored that the very nature of the 
public service produces, even for the manual workers, a 
greater continuity of employment than private capitalism 
affords to them. Employment in State or Municipal enter- 
prise is never interrupted by the employer’s bankruptcy, 
whereas every day of the year more than twenty capitalist 


employers “fail”—this is the average for the United 
Kingdom alone—frequently with the result of serious local 
dislocation of industry. Investigators into unemployment 
find, in fact, that “employer’s bankruptcy” is a quite 
frequent cause of loss of situation, and, in bad times, of 
descent into the sad underworld of “the unemployed.” 
Moreover, it is the rarest of occurrences for a State or Muni- 
cipal employee to lose his situation through the discon- 
tinuance of the enterprise.* With regard to dependence 
on the caprice or malice of an immediate superior, and the 
power of appeal against tyranny and injustice, though the 
position of the manual working wage-earner under the State 
or Municipality is often better than is usual in capitalist 
employment, he has nowhere anything like so much pro- 
tection as the brain-workers. On breakdown of health, or 
on retirement through advancing years, it has become usual 
to allow the brain-working Civil servant a pension (this being 
no more than is found to be expedient by such large capita- 
list employers as joint-stock banks and insurance companies), 
but no such provision for superannuation is usually made 
for the manual workers in public employment, though it is 
difficult to find any theoretical justification for the difference 
in treatment. More generally we find, throughout the 
United Kingdom, some such rule adopted as that pressed 
by the British Treasury on all government departments— 
namely, that all manual workers should be discharged, 
without any provision whatsoever, and irrespective of their 
physical condition or fitness, on attaining the age of 60. 
We trace an interesting change in the treatment of their 
manual working employees by the German local authorities 
of all kinds, which, in consequence of the great development 
of municipal enterprise during the past twenty years, had, 
in 1913, in all grades, nearly half a million persons on their 
pay rolls. Down to the end of the last century, as it is 
reported to us, workmen were engaged and dismissed in 
the same manner as in capitalist establishments. During 
the past ten or fifteen years—coincident, it must be said, 
with the increasing influence of Social Democratic members 
in the various councils—a new régime has been introduced. 
Nearly all cities have prescribed codes of rules for the engage- 
ment and treatment of all their workmen; and these codes, 
drafted and adopted in the committees and councils, super- 
sede the arbitrary and varying “ factory rules’ imposed 
by the foreman or manager of each undertaking. After 
a certain period of service the workman is promoted to the 
permanent establishment, where he has continuity of 
employment and security of tenure, together with the 
prospective right to a superannuation allowance, and even 
to a pension for his widow and children in the event of his 
premature death. He is allowed an annual holiday of three 
to eight days with full pay, and in case of illness he receives 
full pay for a considerable period, the city finding the differ- 
ence between his insured Sickness Benefit and his ordinary 
pay. Nearly everywhere a deliberately prescribed scale 
of wages, beginning with an assured minimum and rising 
regularly by increments according to length of service, has 
been substituted by the Municipal Councils for the wages 
that used to be fixed by the manager or foreman according 
to the state of the labour market. It is, in fact, now some- 
times made the subject of complaint that the manual 
workers in municipal employment have come to enjoy the 
privileges of Government officials, and to be developing 
into a “ working-class Civil Service ” (Arbeiterbeamtentum). 
But on what ground can this reasonably be denied to them ? 
In the Canton of the City of Basle there is, in fact, already 
no distinction in legal status between one class of employees 
and another, the stipends, holidays, pensions, allowances and 
conditions of service of all alike being dealt with in forty-six 











* In the London County Council the shutting down of the Works 
Department and the Thames Steamboat Scrvice, after the defeat of 
the Progressive Party in 1907, were results of extreme political feeling 
which stand almost alone in British municipal history. 

+ No change has been made in this rule since the introduction of 
70 as the minimum age of Old Age Pensions—what will happen to the 
discharged workman during the ten years’ interval being simply ignored. 
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grades, from the lowest labourers at 135 frances per month, 
and the gas stokers, the scullery maids and the bath atten- 
dants, up to the heads of departments and the Judges of 
the Court of Appeal at 1,000 francs a month, in one and the 
same elaborate statute. 

(iii.) Methods of Remuneration. 

With regard to the methods of remuneration and workshop 
discipline, we do not find, so far as the manual workers are 
concerned, that—apart from the workmen here and there 
put on the permanent establishment with scales of pay and 
pension—State or Municipal employment has introduced 
any important innovations on the practice of the Capitalist. 
Time work and piecework, fines and deductions, fixed stints 
and “ speeding up” prevail in Woolwich Arsenal and the 
Army Clothing Factory, on the tramways of the Glasgow 
Town Council, and in the workshops of the London County 
Council, in the Belgian Government workshops, and on the 
Prussian State railways, much as they do elsewhere. 

In one instance—that of the French Government Printing 
Works at Paris—we find an interesting case of what the 
French call “ commandite égalitaire ” and we “ working in 
pocket,” a method of remuneration which used to be not 
uncommon in printing offices in this country, but has almost 
entirely died out. Under the influence of the idea of the 
“* Self-Governing Workshop,” described in Part I. of this 
Report, the French compositors have at various dates 
sought to introduce the system by which each printing job 
as a whole is paid for at the Standard Piece Rate, the lump 
sum being left to be shared among the workmen themselves, 
usually according to their several hours of work. This 
system of Collective Piecework prevails in some newspaper 
and other printing offices at Paris. Between 1895 and 1900 
repeated attempts were made to introduce it into the Govern- 
ment Printing Works, and the Chamber of Deputies at last 
approved the innovation. A start was made in 1900 and after 
some vicissitudes, and not a few quarrels, the system still 
continues. About half the compositors employed join in the 
arrangement and are grouped together in their work, the 
remainder being employed in other workshops on the ordi- 
nary terms. The work to be done is decided by the manager 
and checked by the accountants, and all machinery, power 
and matcrials are provided, but the compositors select who 
shall be their fellow-workers, choose their own workshop 
foreman, take responsibility for discipline within the work- 
shop, and settle among themselves the hours of labour, the 
speed of working, and the sharing of the total sum earned, 
usually according to the time that each has been at work. 
Such a system, it is claimed, protects the individual worker 
from pressure ; gives him a real sense of freedom ; and pro- 
motes by its equality a democratic comradeship among those 
—necessarily a select body—who are admitted to the com- 
panionship. It is not clear what is its influence on those 
whom the companionship is not willing to admit within its 
circle. It has, moreover, the drawback that it affords no 
security for the maintenance of a Standard Rate. So long, 
indeed, as the lump sum payment is an exception, and is 
computed according to the Standard Piece Rate adopted by 
other workmen engaged in the ordinary way, the risk of 
subtle degradation may, in such a simple industry as letter- 
press composition, not be great. But we have already 
noticed. the tendency, in printing works run by Associations 
of Producers, for the compositors now and again to have to 
draw less money per week than the Standard Wage, because 
the job had turned out badly.* In this connection it is 
significant that the compositors at the French Government 
Printing Works on one occasion found that their weekly 
drawings had run them into debt no less than £800, and that 
this sum had to be repaid within six months by quite exten- 
sive deductions from their wages. 

(iv.) Limitations on Freedom. 

In one respect, indeed, the manual working employees of 

the State or Municipality are usually worse off than their 





* See Part I. of this Report. — 


colleagues in the service of the capitalist. Trade Unionism 
among public employees is, as yet, only grudgingly tolerated. 
Hardly any of the State or Municipal Governments of the 
world is prepared wholeheartedly to admit the right of 
employees to combine for the maintenance or improvement 
of their Standard of Life. In Prussia, as in Russia, anything 
like Trade Unionism among State officials is regarded, we 
may almost say, like mutiny in the army, and repressed with 
the sternest severity. In Belgium and in France, whilst Trade 
Unionism is now grudgingly allowed to the artisans in State 
employment, it is peremptorily denied to the school teachers 
and others regarded as “ functionaries.” The legal position 
of the railway and postal servants in this respect is equivocal, 
and always liable to attack. Even in the United Kingdom, 
Australasia, and the United States, where State and Muni- 
cipal officials of all grades are, except in the police force, 
nominally allowed to combine, it is still rare for the Municipal 
Authority or State Department concerned avowedly to 
recognise the Trade Union, to consent to receive complaints 
from its officials, or in any way to negotiate with them with 
regard to the conditions of employment.* The ordinary 
Town Councillor, like the official heads of the municipal 
departments, still has a notion that there is something 
improper in public employees combining to get their griev- 
ances redressed, or something derogatory to the dignity of 
the Council in even discussing with its employees the con- 
ditions of the municipal service. The Minister, or the 
highly paid Civil Servant, even in the England of to-day, 
cannot divest himself wholly of the idea that Trade Unionism 
among postmen or policemen, like Trade Unionism among 
dockyard workers or the mechanics at the Arsenal, is “ sub- 
versive of discipline.” A strike of public employees in the 
municipal, hardly less than in the State, service seems 
almost an act of mutiny. In the United Kingdom, and in 
France and Italy, some progress has been made in Trade 
Union organisation among public employees, and some im- 
perfect recognition has latterly been won by the Post Office 
and railway workers, the primary school teachers, and the 
arsenal mechanics—such scanty progress serving only to 
mark the almost complete subjection to hierarchical autho- 
rity in which even in the twentieth century the mass of 





* The action of the British Government with regard to the “ recog- 
nition ’ of the Trade Unions among its own employees is in a state of 
transition. Thus the Admiralty, which even in the twentieth century 
s.ill declared that the dockyard workmen ought not to belong to Trade 
Unions, either of their several crafts or of Admiralty employees as 
such, now no longer avowedly prohibits combination. In 1905 it was 
expressly declared that the workmen were not forbidden to join a 
Trade Union (Answer by Mr. Pretyman in House of Commons, July 
ql2th, 1905). But the Admiralty, which receives once a year deputa- 
tions from the several classes of workmen in each dockyard, refuses 
still to recognise or admit that any Trade Union has any right to speak 
for its workmen, even though the Union may include any number of 
them. The Admiralty, however, now consents to receive deputations, 
on grievances affecting Admiralty employees, from the Trade Union 
Congress, though not from any individual Trade Union. With regard 
to rates of pay and piecework, the Admiralty admits no bargaining, 
collective or otherwise. The rates are autocratically fixed, and the 
workmen have to submit, or for ever forfeit their positions and, if 
established, lose their prospective pensions. Now the Admiralty 
goes so far as to listen, once a year, to the men’s complaints, without 
deigning to reply or explain ; and to signify, some months later, their 
equally autocratic decisions. The result is that, as the Government 
admits (House of Commons, July 4th, 1911), the rates paid are often 
below those agreed upon between the Trade Unions and capitalist 
employers—the figures, indeed, show them to be as mitch as 3s. 6d. 
to 10s. per week lower. The economist can have no hesitation in con- 
demning the Admiralty as an ‘‘ unfair employer.” Its excuse is one 
common among unfair employers—namely, that the underpaid work 
is ‘*‘ more continuous ” (which, even if it were an excuse, is only true of 
perhaps one-fourth of the employees) ; and also that there is a pension 
(more correctly, a Government subvention to a contributory pension 
scheme), for which, however, five-sixths of the workers in busy times 
are not even eligible (Memorandum on Changes in the Administration 
of H.M. Dockyards, August, 1906). Such excuses do not do credit to 
the intellect of those adducing them. 

In the War Office the right of Trade Unions to be received in deputa- 
tion, and to represent the workers’ grievances at Woolwich Arsenal 
and elsewhere, has been of late years con 

In the Post Office there is, since Mr. Herbert Samuel’s entering upon 
office, the fullest recognition of Trade Unionism, the societies of postal 
officials being admitted to negotiate as representatives of their members. 
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subordinate manual workers stand in nearly all the State 
and municipal governments of the world. 

But it is not Trade Unionism only which is, to a greater 
or less degree, forbidden to the manual workers in public 
employment. The State or municipal employer often 
claims to exercise over their actions, and even over their 
opinions, an authority on which scarcely any capitalist would 
nowadays dare to venture. The Prussian Government not 
only prohibits all its employees from joining Trade Unions, 
because these are tainted with Socialism ; it forbids them 
equally to belong to the working-class Co-operative Societies, 
because Socialists are admitted to them. Any employee 
in the railway or postal service known to purchase Socialist 
newspapers, or even to hold Socialist opinions—let alone 
belong to a Socialist organisation—is peremptorily dis- 
charged. In the Belgian Government service the railway 
and postal servants find themselves forbidden to join the 
Co-operative Societies which are affiliated with the Parti 
Ouvrier Belge. It is alleged that French Government 
employees have been made to suffer because they went to 
mass, whilst others have certainly lost their employment 
for belonging to Socialist organisations. In the United 
Kingdom, as in the United States and Switzerland, complete 
liberty of opinion is allowed to State and municipal em- 
ployees. It has even been expressly and officially declared 
in writing by the British War Office—to the amazed horror 
of the Lieutenant-Colonel who had raised the question—that 
the holding of Socialist or any other opinions is quite per- 
missible to all ranks of the British Army, officers or men. 
But though opinion may be free to all, to the manual workers 
action is not, and not even expression. Thus the Trade 
Unionism of public employees is not yet left unrestricted 
even in England. As recently as 1914 the Postmaster- 
General, without resorting to a libel action, and without 
pretending, indeed, that any ground had been afforded for 
such an action, publicly notified the Postal Officials Asso- 
ciation that he could not permit criticism of the postal 
administration, especially of the conduct of the higher 
officials of the Department, whether contributed by members 
of the service or by other persons, to continue to appear in 
the monthly journal of that Trade Union. It is difficult to 
imagine even the most arbitrary capitalist employer in the 
engineering or shipping industry thinking himself warranted 
in peremptorily notifying to the Amalgamated Society of 
Engineers or the Seamen’s Union that he would not permit 
criticism of his administration or of his managers to appear 
in the journals of those Trade Unions. The Trade Union 
concerned refused to submit to any such interference by the 
employer of its members ; and the Postmaster-General (Mr. 
Charles Hobhouse) took no action, merely “ reserving his 
right ” to punish such insubordination ! 

In most countries it is usual for persons in the employ- 
ment of the State or municipality to be subjected to restric- 
tions on their political rights as citizens. Hardly ever do 
we find it permitted to a State official, and very rarely to a 
municipal official, whether of high rank or low, that he 
should stand for election and hold office as an elected repre- 
sentative in any council or legislature. On the other hand, 
in the United Kingdom military and naval officers on half- 
pay, though still enrolled in the army or navy establishment, 
and liable at any time to be recalled for active service, are, 
by a strange exception, allowed full freedom to take part 
in politics, to indulge in the fullest possible criticism of 
their superiors, to be Members of Parliament, to vote for 
a reduction of their chief’s salary, and even to hold Minis- 
terial office. No such privilege is usually allowed to civil 
employees in “part time” appointments. There is, of 
course, good reason for objecting to public employees, 
whether of State or municipality, whose full time is presumed 
to be occupied with their official duties, undertaking the 
work of sitting in the House of Commons or on the London 
County Council, or in any other body meeting during official 
hours and requiring almost continuous attendance or 
attention. The case is different when membership of the 
public body in question (such as a parish or district council) 








calls for only occasional attendance, perhaps outside official 
hours. In the Co-operative Movement, as mentioned 
in Parts I. and II. of this Report, considerable indulgence 
is shown to employees who have been elected to local 
councils ; they are usually allowed to absent themselves 
from work in order to attend their public duties, making 
up otherwise for the time thus abstracted; and in no case 
are they required to relinquish their posts. No such privi- 
leges are, so far as we are aware, anywhere accorded to 
State or municipal employees. In the United Kingdom 
membership even of a rural county council was specially 
forbidden to Civil Servants by Treasury Minute of December 
18th, 1888, and though this was cancelled by Minute of 
November 15th, 1909, it was expressly reserved to the 
head of each department to decide whether, and, if so, on 
what conditions, the officers under him should be permitted 
to serve on “any local council.” Such departmental 
regulations now prohibit, we understand, service on county 
councils, whilst service on borough councils, metropolitan 
borough councils, district councils, and parish councils 
is prohibited if the hours of meetings fall (as they usually do) 
within those of official duty. Such service, even on the 
smallest local body, is, in fact, strongly discountenanced, 
even where not forbidden. The Royal Commission on the 
Civil Service in 1914 expressed the opinion that “it is 
highly undesirable that a Civil Servant whose whole time is at 
the disposal of the Government should, save in exceptional 
cases, run the risk of being mixed up with local politics.” 
The same prohibition, implicit or avowed, seems to prevail 
in other countries. We are informed that no German or 
French Civil Servant would be permitted to be an elected 
member of any local Council. In New South Wales there 
is no avowed prohibition of mere membership, but the 
Public Service Regulations declare expressly that ‘“ No 
officer shall accept or hold the office of president, mayor, 
treasurer, clerk or auditor of a shire or municipality, or be 
an executive officer of any progress association.” 

But it is not merely candidature for, and membership of, 
elected Councils that is forbidden to the Government 
employee. In France it has frequently been alleged that 
all State officials, and sometimes even Municipal officials, 
are required to vote for “ the candidate of the Administra- 
tion,” under penalty of dismissal if they are known to 
disobey. In Prussia, and, it is to be feared, in various 
other countries, the railway and postal officials dare not let 
it be known that they vote for any candidate opposed to 
the Government. In the United Kingdom, where voting is 
free, a certain circumspection and reserve is enjoined on all 
officials of both State and Municipality, and is spasmodically 
enforced by official censure, particularly in the Post Office 
and revenue services, with regard to any public participa- 
tion in the exciting politics of the moment. With regard 
to public criticism of Government acts or omissions, it is, 
we think, a well-grounded rule of conduct for an employee 
in any administration, public or private, that (if only because 
he must not put himself under the suspicion of using con- 
fidential information) he ought never publicly to criticise or 
discuss the action of his own department, or publish anything 
on the subject. But Governments go further. Even so 
democratic a State as New South Wales allows its Public 
Service Board to ordain, not only for its own Civil Servants 
of all grades, but also for all employees of “ corporate 
bodies immediately controlled by the Government of the 
State,” that no officer shall “ publicly comment upon the 
administration of any department of the State.” Thus, 
a New South Wales railway guard must not complain in 
public about the inefficiency of the Post Office in failing 
to deliver his letters, nor may a postman criticise the curri- 
culum of the State schools to which he has to send his 
children ! Where exactly the line should be drawn for the 
British Civil Servant, high or low, in the Post Office or in 
departments of greater license, is now in doubt. The Royal 
Commission, whilst expressing itself in favour of Civil 
Servants maintaining a proper “ reserve and reticence both 
in speech and writing” with regard to political questions, 
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found itself unable to decide on any formula of restriction 
or constraint, and in 1914 recommended further considera- 
tion of the subject. 

But it is necessary to notice yet a further restriction. 
Even where State and Municipal employees are individually 
allowed freedom of opinion and of voting, and are permitted 
to combine in Trade Unions, or to join Co-operative or 
professional associations, objection is sometimes taken to 
these latter bodies becoming affiliated, in their corporate 
capacity, to political organisations of national scope— 
notably to any of “ Labour ” or Socialist character. Thus 
Belgian and Prussian employees find themselves pro- 
hibited from belonging to this or that Co-operative Society, 
because it is affiliated to the Parti Ouvrier Belge or the 
Sozialdemokratische Partei. Objection has been strongly 
taken in the United Kingdom to the various organisations 
of the postal service becoming affiliated either to the Trade 
Union Congress or to the Labour Party; and the Royal 
Commission on the Civil Service in 1914 declared that the 
case would be even more grave if the affiliation were not to 
the party of a small minority but to the Liberal or Conserva- 
tive Party! It seems that the action of the National 
Union of Teachers, in entering simultaneously into close 
relations with all three political parties, and subsidising 
Parliamentary candidates and members belonging to each 
of them, would—as tending to maximise and render con- 
tinuous the political influence of this large and important 
body of public officials—be still more strongly objected to. 
No such restriction on Trade Union freedom to support any 
political party is ever suggested by capitalist employers, 
even where Parliamentary action affecting their own indus- 
try is in question—though attempts are made to hamper 
Parliamentary action by legal proceedings. 

With regard to women, whose employment in the State or 
Municipal service is still a new thing, only prevailing in 
particular departments, at a scale of pay always lower than 
that of men, a further restriction isimposed. It is customary 
for them to be summarily dismissed—as in the British Civil 
Service, and in many of the local educational services—if 
they either marry, or are known to enter into illicit sex 
connections. The Home Secretary has, however, just 
appointed a married woman to be a factory inspector. 
The London County Council, on the other hand, together 
with a few other local authorities, permits its women 
school teachers to marry—allowing them special privi- 
leges in the way of leave of absence on full pay before 
childbirth—but denies alike freedom to its women clerks, 
inspectors, and doctors. The Russian Post Office, until 
lately, forbade its women employees under pain of dismissal 
to marry anyone but a post office employee; but this 
restriction has now been removed ; and the Russian Govern- 
ment seems in this respect to be setting an example to the 
world in letting its female postal employees be as free to 
marry as the male. 

(v.) Discipline. 

With regard to disciplinary conditions, it is still usual for 
the manual workers in the State or Municipal Service, 
exactly as in Capitalist employment, to be liable to summary 
dismissal by their official superior, for any alleged miscon- 
duct or refusal to obey orders, and even without cause 
assigned. The power to appeal against any disciplinary 
measure—in some cases elaborated into a right to a formal 
trial before a special tribunal—which is nearly always 
enjoyed by the brain-working officials either of the State or 
the Municipality, is habitually denied to the manual workers, 
notably to the great majority holding positions which are 
«an the United Kingdom) considered “ unestablished.” 
Thus, in the case that led to the sudden strike of 12,000 men 
at Woolwich Arsenal in July 1914, the manual working 
engineer who refused to do a certain piece of work was 
summarily dismissed. What was expected from him was 
implicit obedience. An under-secretary, a superintendent, 
a clerk, or even a brain-working engineer, would, under 
similar circumstances, probably have been put to other 


——— 


work, and merely remonstrated with or reprimanded. In 
an extreme case he might have been summarily suspended - 
but even then he would not have been dismissed without 
having the opportunity of having his case considered by a 
quite independent authority, and in some cases not without 
being formally tried by a tribunal of judicial character, 
Under the London County Council, for instance, though 
suspension from duty may be summary, none of its 20,000 
school teachers is dismissed, or even seriously punished, 
without a formal hearing by a sub-committee of Councillors 
of which no official is a member, and before which the 
accused person may be represented by a “ friend,” who is, 
in fact, usually an officer of his or her Trade Union. 

The London County Council, and British Municipalities, 
generally, have not, any more than Capitalist employers or 
the State Departments, yet extended to their hundreds of 
thousands of manual workers the protection against injustice 
and caprice thus accorded to brain-working employees. 
There are, however, instances in which this has been done, 
In the Municipality of Lyons, where thousands of manual 
workers are in public employment, there has been, since 
1906, a Discipline Board (Conseil de Discipline) which in- 
vestigates all cases of misconduct of Municipal employees of 
whatever grade. It is composed of the Mayor and five other 
members, two being always taken from the grade to which the 
defendant belongs. Any reprimand, recorded warning, sus- 
pension without pay, loss of grade or dismissal is inflicted 
only after recommendation made by this Discipline Board, 
In the New South Wales State railway service “* Employees 
may appeal to the head of their Branch against punishments, 
and under the Government Railways Act a special Board, 
consisting of the Secretary to the Chief Commissioner, the 
Chief Accountant, the Chief Mechanical Engineer, the 
Engineer-in-Chief for Existing Lines, the Chief Traffic 
Manager, and one officer . . . elected by a ballot of railway and 
tramway employees, is appointed to hear. . . appeals . . . by 
an employee against punishment inflicted by the head of 
his branch. The decision .. . is final . . . unless punishment 
is inflicted involving dismissal or reduction of rank, position, 


-grade or pay, in which event the accused may, within seven 


days . . . appeal therefrom to the . . . Chief Commissioner 
and either of the Assistant Commissioners . . . and the 
Chief Commissioner has a second or casting vote in deciding 
same. 

Somewhat similar arrangements are elsewhere made for 
special services, such as the police, the post office and the 
fire brigade. We can find no reason, except the charac- 
teristic clinging of all superiors to the old powers of master- 
ship, why—provided that full power of instant suspension 
from duty is maintained—the same rights of appeal, and to 
a hearing by a judicially acting tribunal (with the option of 
being represented by “a friend”) should not be extended 
to all employees of the State and Municipal Government, 
unestablished as well as “ established,’’ manual-working 
weekly wage earners no less than brain-workers drawing 
salaries quarterly. 


(vi.) Participation in the Management. 


Only here and there in the State and Municipal services 
of the world do we yet come across the idea of allowing the 
great mass of employees, who are manual working wage- 
earners, to have any participation in the management. 
With regard to the actual terms of service, we note (as in 
the London County Council’s four Traffic Conciliation 
Boards, one for each class of tramway operatives), the 
beginnings of discussion and formulation of rates of wages 
and hours of labour, together with all other conditions of 
employment (but not questions of discipline, or the griev- 
ances of individuals), by elected representatives of the wage- 
earners on the one side, and representatives of the employing 
authority on the other; each side being entitled to appoint 
a secretary, who need not be an employee and who may, 
therefore, be the Trade Union Secretary. This principle has 
been carried a stage further by the Canton of the City of 
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Basle, which, after an embittered strike of its tramway 
employees in 1905, provided by law for the election for three 
years of a workmen’s committee of three to eleven members 
for each department having at least twenty wage-earners 
by ‘all those who have been six months in the service. If 
the‘electors desire it, they may also choose one or two repre- 
sentatives from outside the City’s service—meaning a 
Trade Union Secretary—who has the right to sit and speak, 
but not to vote. There are about a dozen such workmen’s 
Committees in existence, and the General Secretary of the 
Municipal Employees Union himself sits on nearly all of 
them; whilst the workmen elect, as a rule, such of their 
colleagues as are the presidents and secretaries of the 
different branches. The successful working of these com- 
mittees, which deal with all questions of wages, hours, 
individual grievances and complaints, and reprimands or 
unishments inflicted by the Council of Discipline, is attri- 
uted to the presence on them of the Trade Union officials. 
No representative of the management, or of the canton, sits 
on these committees, but when they have come to a decision, 
the head of the administration concerned meets them to 
discuss the practicability of their suggestions. In the 
Prussian State Railway service, autocratic as it is, there have 
been, since 1892, a whole series of advisory committees 
appointed by the Minister, whose express mission it is to 
smooth the working of the system, by advising on all points 
of friction between the management and the operatives, 
including all general questions of interest to the latter. 
When we pass from general issues of wages and hours to 
questions of staffing and promotion, the grievances of 
individuals, the general management of the service, or the 
technical improvements that might be introduced, we have 
to go for an example to the new Government administration 
of the French State Railways. The Report of the State 
Railways Administration for 1909 states as follows : 

“In our Report for 1907 we enumerated the important 
measures taken to bring about a closer collaboration between 
the Staff and the Administration in the management of 
our common work. On the old State railways these measures 
have been in operation since 1908, and in 1909 we extended 
them to the purchased railway system (Western). The 
elections took place on September 5th and November 21st. 
Thus the officials and workers on the permanent staff of the 
two systems are now represented in the various committees 
by delegates chosen from among themselves. We may here 
recapitulate the essentials of the réle played by the elected 
representatives of the staff. They have seats on the District 
Councils and on the Grades Committee, the duty of which 
is to — reports and the lists of premiums and promo- 
tions. They form part of the Council of Inquiry whose duty 
it is to express an opinion on all important questions of 
discipline submitted by the General Manager. In their 
capacity of delegates they discuss with the General Manager, 
at least twice per annum, all questions relating to the 
material and the professional interests, both collective and 
individual, of the officials and workers. Further, they 
have seats on the Pensions Committee, the Committee of 
the Co-operative Society, and on the Reform Committee.” 

In this remarkable case, which represents so far as we can 
ascertain, the furthest point to which the workers’ partner- 
ship in administration has yet been carried in any State or 
Municipal department, we have much more than a formal 
consultation of the manual workers. The railwaymen of 
each district elect their own representatives, and these 
choose from among themselves a small number who meet 
in District Councils about once a month. The principal 
business of these Councils is reported to be to advise on 
local promotions. They are entitled to examine the staff 
reports connected with their own district. They explain 
to the men why this or that person has failed to get pro- 
moted, and justify the rapid advances made by the more 
able or the more meritorious workmen. It is these District 
Councils that administer the reprimands to workmen, which 
are now never administered by officials. These District 
Councils, which do not otherwise deal with the management 





of the railway, and have nothing to do with the traffic, are 
said to work well and to give complete satisfaction. 

_ Above all the District Councils is the Conseil de Reseau, 
instituted by Ministerial Decree of September 24th, 1911. 
This is the supreme advisory board of the whole State Rail- 
way System, and consists of twenty-one members, appointed 
by the Minister of Public Works. These include a number 
of engineering and financial experts, representatives of 
industry and commerce, and four working railway employees 
(lately these were the head porter at one of the Paris stations, 
a fireman, a foreman platelayer, and a driller from the rail- 
way workshops), who enjoy the rights of full members, being 
entitled to be present at every meeting, to sit on all com- 
mittees, and to have copies of all Reports and papers. 
These workmen representatives must be chosen from among 
the members of the elected District Councils. This Conseil 
de Reseau divides up into four standing committees of five 
members each, elected annually by ballot, and these have 
in charge questions relating to (1) the staff and its welfare, 
complaints and finance; (2) management of the service ; 
(3) plant and rolling stock; (4) permanent way, buildings 
and plans of extensions. These standing committees are 
in constant consultation with the principal officials of the 
railways, and call for frequent reports. In all this control 
over the administration the workmen members are said to 
take their full share, alike in council and in service on com- 
mittees; and they exercise a real influence on the reports 
on every conceivable subject which the Council makes 
direct to the Minister of Public Works, with whom rests the 
final responsibility for all decisions.* In the Italian State 
Railway Administration there is a system of workmen’s 
committees analogous to the District Councils of the French 
system; and we are informed that, on the General Traffic 
Council, which supervises both the technical management 
and the fixing of rates and fares, some representatives of 
the railway operatives are included. In the Swiss State 
Railway Administration the principle has been carried a 
stage further. It is, we are informed, now an invariable 
custom for the General Secretary for the time being of the 
railwaymen’s Trade Union to be appointed a full member 
of the Board of Administration, the supreme governing 
authority of the Swiss railway system. When he retires 
from the General Secretaryship he vacates his seat, and his 
successor is appointed. 

It may be a question how far such representation of the 
manual workers by their own “ Workshop committees,” 
with or without the presence of their Trade Union officials— 
or even the election of three or four representatives, or of 
their Trade Union Secretary, to the supreme governing 
council of the undertaking—useful as it evidently is in 
preventing dissatisfaction, and in enabling the mass of 
manual workers to gain some idea of the reasons for the 
decisions that they have to obey, is calculated to satisfy the 
workman’s craving for “ self-direction”’ or for an expres- 
sion of his own personality in his work. But even such 
partial opportunity for the manual workers to participate 
in the administration is distinctly exceptional. For the 
most part, it must be admitted—parallel with what we 
have seen to be the case in the voluntary or Co-operative 
Associations of Consumers—the humbler grades of em- 
ployees in the State and Municipal service find themselves 
with as little influence on the management of their respec- 
tive departments, and as much governed “ from above,” 
as if they were in Capitalist employment. 


CHAPTER V. 
WHAT HAS BEEN THE WoRLD’s MOTIVE FOR ITS INCREASING 
NATIONALISATION AND MUNICIPALISATION OF INDUSTRY ? 


We have been unable to discover any one cause for the 
universal and ubiquitous trend of the past fifty years 





* The Collectivist State in the Making, by Emil Davies, 1914; Regles 
de Fonctionment du Conseil de Reseau, arréte du Ministre des Travaux 
Publics, des Postes et des Telegraphes, September 24th, 1911. 
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towards the nationalisation or municipalisation of services 
and industries which has now brought as many as ten or 
twelve million men and women into direct public employ- 
ment. Except in the case of some recent developments 
in the United Kingdom and its self-governing Dominions, 
in a few of the cities of the United States, and in some of 
the cities and communes of France or Italy, the Socialist 
or Labour Parties can hardly claim this Government action 
as the result of the propaganda of a self-conscious Democratic 
Collectivism. We find, in fact, that the bulk of government 
enterprise has been initiated and carried out by persons of 
the aristocratic or propertied classes, “‘ business men” or 
professionals, who still adhered to the current assumptions 
in favour of competitive profit-making industry and the 
private ownership of land and capital. Thus, in the United 
Kingdom, the numerous voluntary Associations of Consumers 
that acquired the powers of compulsory taxation and 
regulation in the eighteenth and early nineteenth centuries, 
and became thus the fathers of our present municipal 
development, were always initiated by the middle-class 
residents, and were often actually opposed by the turbulent 
democracies of the Radical and Nonconformist Vestries of 
the time. The pioneers of nineteenth-century “ municipali- 
sation,” from Sir Edwin Chadwick in the ’thirties and “forties 
to Joseph Chamberlain in the ’seventies, and even down to 
the London County Council Progressives of the ’nineties— 
though they were all inspired by the sufferings of the poorer 
classes and stimulated by the always increasing pressure of 
a widening electorate—belonged almost exclusively to the 
class of “‘ business men ” and professionals, and would have 
scouted any idea of seeking to establish “ the Co-operative 
Commonwealth.” The administrators of the German, 
Japanese and Russian Government railways, like the British 
Government organisers of land reclamation and railways, 
irrigation and canals, in tropical and semi-tropical countries, 
have certainly not been actuated by any desire to “ equalise 
wealth,” but have worked from motives of professional 
efficiency or “Imperial expansion.”” Some of the most 
striking examples of “ land nationalisation ” have, in fact, 
been brought about automatically, as an effect of the 
conquest of savage or inferior races, or as the result merely 
of succession to the estates of a deposed monarch or an 
expropriated feudal superior. But even in these automatic 
cases it needs to be explained why the collective property 
was not thrown into the market, as the political econo- 
mists formerly advised, so that it might be exploited by 
private capitalists according to the canons of competitive 
trading. 

An examination of the history of nationalisation and 
municipalisation throughout the civilised world indicates 


that there have been many different reasons which have 


led those in authority to take over from private enterprise 
particular services or industries, or to retain or to initiate 
their ownership or control by central or local governments. 
We append a list of the principal reasons which are to be 
found, acting alone or in combination, in every case which 
we have examined :— 


(1) A recognition of the discomfort, disease, or death due 
to the lack of a service or commodity, needed imperatively 
by some or all citizens, for which there was either no “ effec- 
tive demand ” in the economic sense, or the production of 
which promised to yield not sufficient pecuniary return or 
assignable profit to any individual (viz., watching, lighting, 
paving, cleansing, drainage, pure or plentiful water, isolation 
hospitals, street improvements, working-class housing, 
etc.). 


(2) A recognition of the expediency of maximising the 
consumption of certain services and commodities (and, 
therefore, the supply of them gratuitously, or at nominal 
cost), because they are assumed to improve the physical 
condition and mental equipment of the whole population— 
viz., education, parks, museums, and libraries. 


(3) A recognition of the expediency of minimising the 


consumption (and, therefore, supplying them only under 
stringent conditions or at prohibitive prices) of such services 
and commodities as are deemed to be injurious to some or 
all of the citizens or harmful to the community—viz., the 
Scandinavian systems of the supply of alcoholic drink, the 
New Zealand Government “ totalisator” on the race 
courses, the Indian Government monopoly of opium pro- 
duction, the Straits Settlements Government Monopolies 
Department. 


(4) A recognition of the expediency of reducing or 
equalising the price, or of increasing the quantity and 
improving the quality, of services and commodities, which, 
if left to private enterprise, are likely to become capitalist 
monopolies, with a consequent rise in price or limitation of 
output—viz., gas, electricity, postal, and telegraph services, 
transit and transport, docks, and in some cases even food 
supply. 

(5) A recognition of the expediency of uniting under a 
single administration particular services—viz., post office, 
imperial cables, national railways—and of using them for 
such non-profit-making purposes as military strategy, 
extension of national agriculture or commerce, imperial 
consolidation, increase of education or recreation. 


(6) A recognition of the expediency of retaining in the 
hands of the whole community the production of any service 
or commodity involving the exercise of exceptional and 
arbitrary powers over individuals or upon the public property 
(as with the putting down of pipes whether for water, drains, 
gas, oil, or electricity, and the laying of rails in public streets 
and through private property). 


(7) A recognition of the expediency of reserving for the 
use of the community the revenues to be derived from the 
consumption or use of particular commodities of which there 
is a limited supply or such a great demand as to enable 
considerable revenue to be obtained from them—viz., 
land, camphor, tobacco, matches, salt, alcohol, opium, 
etc. 


(8) A recognition of the expediency of producing or 
obtaining, without the intervention of a middleman, materials 
or commodities required by the government in the exercise 
of its other functions *—viz., the making up of army clothing, 
battleship building, the construction of dwelling-houses 
and drains, or the execution of Government work by direct 
employment of labour. 


It will be seen that, in every one of these classes of nationa- 
lisation or municipalisation, what has been considered is 
the interest of a community as a whole, or the interest of 
the citizens in their capacity of consumers.f It seems to 
us significant that in no case that we have been able to 
discover has the development of a national or municipal 
service been inspired by a desire of the producers to benefit 
themselves, or brought about at the instance of the persons 
actually engaged in the service in order to improve their 
conditions or raise their wages. 





* Thus we are definitely informed by the New South Wales Govern- 
ment, with regard to its extensive experiments in State quarries, joinery 
and brickworks, clothing and dlery factories, etc., that “ the 
primary object which the Government had in view in the establish- 
ment of these industries was to lessen the cost to the Government of 
those commodities of which it is a large consumer, by preventing 
manufacturers from combining to raise the price of building and other 
materials to what were considered exorbitant rates.” 

+ In recent times, though we cannot discover that nationalisation 
or municipalisation has resulted from such a desire, the method of con- 
ducting the government enterprise has, in a few instances, been changed 
under the influence of a philanthropic desire to secure for the oppressed 
workers the best possible conditions of employment. This desire has 
led, during the past two decades, first to “‘ Fair Wages Clauses,”’ and 
other stipulations seeking to protect the manual workers engaged on 
“government work” against “ sweating” by contractors; and, 
secondly, to the occasional adoption of the principle of “* direct employ- 
ment,” instead of the use of the contractor, in order to get the “ govern- 
ment work” done. But this has not increased the amount of “ govern- 
ment work.” 
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CHAPTER VI. 


Tue Success OF GOVERNMENT ENTERPRISE ; 
SHORTCOMINGS AND LIMITATIONS. 


AND ITS 


e 
= In face of the widespread incursion of State and Muni- 
cipal governments all over the world into so many different 
departments of industry—continued for a whole century 
and steadily increasing in volume with growing experience 
of the results—it is, we think, only of academic interest to 
discuss the question of whether or not government enter- 
prise as such can be deemed “ successful.” No such abstract 
question can be properly put or answered. Whether any 

icular step forward shall be taken is, in fact, decided, 
whether or not we should have it so, not on general principles 
by the academic economist, or by the partisan of either 
Individualist or Collectivist theory, but, on the actual 
experience lying behind each case, by the practical adminis- 
trator and the citizen elector. And the general trend of 
these decisions is, as we have seen, unmistakably shown in 
the great development of State and Municipal enterprise 
during the last thirty years, in all the civilised countries of 
the world, in practically all the departments of life. 

It would, of course, be very pleasant to those who hanker 
after abstract theory to find statistics enabling the “ com- 
mercial” or purely pecuniary results of government and 
capitalist enterprise as such to be exactly compared. We 
have been unable, except in one case to be given later, to 
discover any means of making this simple comparison. No 
set of contrasted examples yet adduced, from tramways to 
gasworks, from dockyards to railways, whether in different 
countries, in different cities of the same country, or at 
different periods in the same city, are so exactly comparable 
as to permit their statistical results, even when these can 
be authoritatively obtained, to carry conviction either way 
to the unprejudiced observer. We think it of no use to 
embark on this unconvincing task. What may, however, be 
useful is to analyse why and to what extent, and subject 
to what limitations, State and Municipal enterprise is found 
to commend itself to the practical administrator. We 
may take first the prospect of pecuniary profit, though this, 
as we have seen, has seldom been the sole, or even the 
determining, motive for State or Municipal enterprise. 
Without going through the whole controversy, we think 
that it may fairly be said that, where any reasonable accurate 
test can be applied, the most efficient of the State and 
Municipal services are, even on the narrow ground of technical 
efficiency and pecuniary profit, constantly surprising such 
of their opponents as are both honest and open-minded. 
These opponents, whether academic theorists or practical 
business men, usually start with the strongest conviction 
that experience confirms the assumption of the classic 
economists that the pecuniary self-interest of the capitalist 
entrepreneur always and inevitably results in a lower cost 
of production, greater efficiency of management, a marked 
superiority of organisation, a higher standard of effort on 
the part of those employed, greater initiative, inventiveness 
and promptitude in change, a more general avoidance of 
waste, less risk of peculation and fraud, and a more compliant 
and successful accommodation of the service to the consumers’ 
tastes and desires in the enterprises run by the capitalist 
than in the stiff and pedantic government machine, run 
without the stimulus of private profit, and unsafeguarded 
by the chastening fear of bankruptcy. Such opponents and 
critics fail, we think, to allow for the changes that have come 
over the world, both in men and in things, since the days of 
Adam Smith. They ignore the extent to which the indi- 
vidual capitalist entrepreneur, whatever his theoretical 
advantages, has, in one department after another, succumbed 
before the bureaucracy of a joint-stock enterprise often as 
impersonal and (so far as any but the functionless share- 
holders are concerned) as little stimulated by the motive of 
profit-making as the bureaucracies of the State and Municipal 
Departments themselves. We have in a large number of 
cases no longer a choice between the individual entrepreneur 
and the government: what we have open to us is often 


only a choice between the salaried staff of the State and the 
salaried officer of the Trust.* Nor do we think that such 
critics and opponents appreciate the extent to which im- 
provemenis in general education and in social organisation 
have made it ible even for the “ stiffly moving govern- 
ment machine ”—which may be a local and not a centralised 
authority, with its greatly increased resources in recruitment 
by open competitive examination, the building up of pro- 
fessional zeal and esprit de corps, and an unrecorded advance 
in technical equipment, audit, publicity, decentralisation, 
and the apparatus of direction and control—to free itself 
to an unsuspected degree from the faults to which it was 
subject a hundred years ago. Above all, such opponents 
and critics fail altogether to appreciate the extent to which 
the positive advantages of State and Municipal enterprise 
counterbalance, even in the pecuniary profit and loss account, 
the drawbacks to which government enterprise is still 
subject. The public enterprise has, at any rate, the advan- 
tage of obtaining all the capital required at rates lower than 
the private capitalist has to pay even for the fraction that 
he can obtain on mortgage debentures; the advantage of 
being able to put in at this low rate practically an unlimited 
amount of capital to gain the utmost possible efficiency ; 
the advantage of freedom from “ water” in the nominal 
capital; the advantage of being able to obtain the services 
of managers, subordinate organisers, and inventors at lower 
salaries than prevail in the competitive market ; the advan- 
tage of really disinterested management, unbiased by the 
directors’ unrevealed interest in other undertakings supplying 
materials or providing a market for the product—to say 
nothing of the advantage of being protected from the unfair 
competition of rivals resorting to adulteration or fraud, 
and the advantage of the higher standard of honour and 
more rigorous repression of malpractice that prevail, in 
government as compared with capitalist enterprise, with 
regard to such matters as bribery and secret commissions, 
the taking advantage of ignorance or strategic weakness, or 
the stealing away of customers.f Thus it may be that the 
unexpected degree to which State and Municipal enterprises 
have proved financially successful is due, not so much to any 
complete freedom from the disabilities which the earlier 
economists had attributed to them—steadily diminishing 
though we believe these disabilities to be—as to their 
enjoyment of counterbalancing advantages for which, as 
we suggest, insufficient allowance had been made. We think 
that this inference is borne out by the facts. It is not 
often that the conditions and circumstances of State or 
Municipal enterprise are so exactly comparable with those 
of capitalist undertakings that any honest and candid com- 
parison of statistical results is possible. What is usually 
compared are all the State or Municipal enterprises that exist 
or have existed—the failures even more conspicuously 
than the successes—with those only of the enterprises of 
private capitalism which, by surviving, have proved them- 
selves financially successful. It has often been stated that 
ninety out of every hundred private businesses that are 
started go into liquidation and “shut down” within a 
few years. Certainly, the number which “fail” in the 
United Kingdom alone average no fewer than 8,000 per 





* In this connection we may observe that there seems a growing 
tendency to find, in the development of Municipal or other local 
government enterprise, a point of resistance not only to the over- 
whelming power of the national government on the one hand, but, 
what has been less commonly recognised, also to the all-penetrating 
national or international capitalist trust on the other. Thus the fact 
that in the United Kingdom the supply of water, gas, electricity and 
tramways is so largely a municipal function has (except in the case 
of the scores of urban tramways owned by the British Electric Traction 
Company) stood in the way of their being swallowed up by such 
gigantic joint-stock undertakings as now manage dozens of gasworks 
in Germany and scores of different “ public utilities in the United 
States. The locally controlled municipal shops for the supply of meat, 
fish, potatoes, bread, drugs, etc., now so common on the Continent, 
stand in contrast with the rapidly-growing dependence of British 
towns on the “ multiple shops” supplying the meat, groceries, mar- 
garine, boots and drugs of gigantic centralised joint-stock companies. 

+ All these advantages are well put in The Commonsense of Municipal 
Trading, by Bernard Shaw. 
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annum. These failures of Capitalism, which involve an 
untold waste of capital and effort, with no little suffering to 
the wage-earners and all concerned, are never brought 
into the account. We have found, however, one industry 
in which practically all the enterprises that have been started 
can be included in the survey on both sides, and all the facts 
compared. In the production of electricity in the United 
Kingdom the data are voluminously and precisely recorded 
and published for the whole industry, capitalist as well as 
collectivist, whilst the comparison is not affected by any 
possible difference in kind or quality of the product. In the 
course of this investigation it has been demonstrated by 
expert enquiry, as we think, beyond any possibility of 
dispute, that the British municipal undertakings, taken 
either as a whole or by classes of enterprises of equal magni- 
tude, serving populations of equivalent density, produce 
electricity year after year at a lower cost per unit ; consume 
less coal per unit produced ; employ less capital per unit ; 
expend less in salaries per unit ; have a lower labour cost 
per unit, though treating their employees with slightly 
more consideration in rates of wages, hours of labour and 
general amenity of life; after making all due allowances 
for rates charged for public lighting, show a larger gross 
profit per cent. on the capital employed ; and are annually 
allocating or contributing in rates and taxes, depreciation, 
reserve, and sinking fund, and interest or dividend (these 
items being for comparison necessarily all grouped together) 
more than the aggregate of British joint-stock capitalist 
undertakings in the same business.* 

But it is not the superior pecuniary profitableness of State 
and Municipal industry over private capitalism—obscure 
and involved as must always be the comparison, and dis- 
puted as the conclusion will always remain—which is causing 
public enterprise more and more to prevail. In an enormous 
number of cases it is sufficient for public opinion, as it is for 
the expert administrators, to be assured that State or 
Municipal management will not actually be more costly, 
or even not much more costly, in mere money results, than 
reliance on competitive industry. The other motives for 
public administration then come into play with overwhelming 
force. We see State and Municipal enterprise demonstrating, 
in one experiment after another, in country after country, 
the advantage of being able to supply, without any con- 
sideration of profit-making, services or commodities for 
which it is thought expedient to make to the consumer either 
no charge at all, or merely one of nominal amount bearing no 
relation to the cost of production. We cannot ignore the 
convenience of public enterprise as compared with competi- 
tive profit-making whenever it is desired on grounds of 
public policy either to minimise or to maximise the use or 
consumption of any service or commodity. We have to 
admit its practical necessity and inevitability whenever 
any branch of industry tends to become an economic 
monopoly. We recognise how, even in peace and glaringly 
so in war, considerations of national safety sometimes 
compel the State to make itself independent of private 
capitalism, and sometimes even to prohibit its self-interested 
intervention. We feel how objectionable it is to permit the 





* See the official statistics analysed in Municipal versus Private 
Electricity, by C. Ashmore Baker, 1913, 16 pp., 1d. (The Fabian Society, 
25 Tothill Street, London, S.W.). To this convincing demonstration 
the only answer that has been made is the oft-repeated assertion that 
the municipalities serve the more profitable areas. But assertion is 
not argument. There is no evidence that this assertion is true; the 
most profitable of all areas, such as the City of London, Westminster, 
Chelsea, Kensington, etc., are, in fact, served by companies. And as 
the statistical comparison is made, class by class, between enterprises 
of similar extent, it is at least remarkable that the municipal under- 
takings should, class by class, at all points, surpass the joint-stock 
undertakings. 

The explanation, it has been suggested, is to be found in the essen- 
tially disinterested management of the municipal undertakings. The 
directors of joint-stock companies not infrequently have other interests 
—doubtless within the bounds of the accepted commercial morality— 
than that of enabling their concerns to render the utmost possible 
service at the lowest possible cost of production—this being not always 
coincident either with the greatest profit to themselves or even with 
the largest dividend to their shareholders ! 








arbitrary powers over person and property which some 
services necessitate to be exercised by any but responsible 
officers of the public. We are forced to recognise the fiscal 
utility of public exploitation with regard to articles from 
which it is wished to extract the maximum revenue for the 
exchequer with the minimum incovenience to the consumer, 

Whatever may be the bias of the administrator, or his 
economic or political prejudices—however “ convincing ” 
may be the demonstration of the Individualist that Collec- 
tivist enterprise, uninspired by the pecuniary self-interest 
of the profit-maker, “ must” be less efficient and more 
costly than capitalist organisation—he can no longer ignore 
the fact that the practical decision of the civilised world is, 
everywhere and increasingly, predominantly in one direc- 
tion. Securus judicat orbis terrarum. 

We may, however, notice that State and Municipal enter- 
prise has not penetrated equally into every part of the 
capitalist field. Though there is scarcely any branch of 
industry, from agriculture and mining, through metallurgy 
and manufacture, up to retail distribution and professional 
service, in which States or Municipalities do not, somewhere 
in the world, successfully engage, yet the great bulk of their 
enterprise has run, as our survey reveals, in certain main 
channels. It is interesting to note that the Compulsory 
Associations of Consumers, with which we are here dealing, 
have, in fact, only to the very slightest extent impinged 
on the work of the Voluntary Associations of Consumers, 
which formed the subject of Part II. of this report. The 
two forms of Associations of Consumers—the State and 
Municipality on the one hand, and the Co-operative Society 
on the other—are found, in practice, to be almost precisely 
complementary to each other. The Co-operative Society, 
as we have seen, discovers its most successful sphere in the 
manufacture and distribution of the staple articles of con- 
sumption of the artisan or lower middle class family, in- 
cluding not food only, but also textiles, leather, and metal 
goods of all kinds, and these branches are just what the 
State and Municipal Government has not, in fact, usually 
found it convenient to undertake. On the other hand, such 
important industries as Communication and Transport, the 
Public Health services, Land Improvement, the provision of 
Education and Recreation, the public supply of Light, Heat, 
and Power, and even Banking and Insurance on a national 
scale—together with the administration of the govern- 
ment’s own possessions in forests and mines, and the manu- 
facture of the commodities which the government, in all its 
varied functions, itself uses or consumes, including, in one or 
other country, every kind of mining, metallurgical produc- 
tion, engineering and shipbuilding—have not hitherto formed 
any important part of the activity of even the most highly 
developed Co-operative Society. These, it appears, are 
just the branches of industry for which State and Municipal 
enterprise has proved most appropriate. We saw that the 
very poor do not seem able to take advantage of the Co- 
operative store. This disability does not apply to State and 
Municipal enterprise, which, alike in housing, in education, 
in medical treatment of all kinds, and in provision for widows 
and orphans, the aged and the infirm, the mentally defective, 
and others unable to earn their living, deals without difficulty 
with the very poorest. Even the very rich are successfully 
catered for by the State and the Municipality, such great 
public services as those of Communication and Transport, 
Public Health, and the supply of Light, Heat, and Power, 
being extensively used by all classes. It looks at first sight 
as if the two forms of Consumers’ Co-operation together might 
well aspire to cover eventually the whole field of industry. 

What the future may have in store no man can pretend 
to foretell. Least of all would we presume to declare what 
man cannot do. But there seem to be, at present, certain 
limitations to even the most highly developed Associations 
of Consumers, whether based on voluntary or on compulsory 
association. Thus, in spite of not inconsiderable ventures 
here and there, and of the actual dominance of government 
enterprise in forest administration and the production of 
timber—not to mention quinine, camphor, and opium— 
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ijt must be admitted that at the present moment most 
branches of agriculture, all the world over, look as little 
adapted to State or Municipal organisation as to that of the 
Co-operative Store. At any rate, the olive and the vine, 
poultry and pigs—even the tomato and the cucumber— 
seem likely to remain to the personal care of the small 
individual producer, increasingly aided, it may be, by 
different forms of Associations of Producers. We cannot 
say that experience so far indicates any probability of a 
general substitution, for the individual farmer, whether 

t or capitalist, of either a State or Municipal Depart- 
ment or a Co-operative Association of Consumers. Fishing, 
too, so far as carried on by individual operators in sea or 
river, or even by small groups, appears unsuited for manage- 
ment by any form of Associations of Consumers ; though 
this may not be the case where the bulk of the industry 
comes to be conducted (as in some fields it is increasingly 
tending to be) by extensive organisations of fleets of trawlers, 
services of fast travelling carrying steamships, and a widely 
ramifying machinery for speedy distribution all over the 
Kingdom, which might one day, perhaps in order to prevent 
monopoly prices, well be taken over by a Government 
Department, serving such municipal fish shops as those 
which are now being run by German municipalities. The 
New South Wales Government is, in fact, just starting its 
own little fleet of trawlers. 

It may be that much of the present expenditure of the 
rich could not easily or conveniently be diverted from the 
capitalist trader, either to a State or Municipal shop or a 
Co-operative Store. Especially so long as there exists what 
the economists denounce as “ the great social evil of an idle 
rich class,” there will, we may believe, exist also specialised 
manufacturers and dealers, catering successfully to demora- 
lised tastes and the exigencies of caprice. In so far as the 
community proves successful in preventing the existence of 
such a class, the need to cater for it will, of course, not arise. 
But we may visualise a certain margin left over, which will 
long be catered for by the private capitalist. 

With regard to international trade, the possibilities seem 
more uncertain. Like the great Co-operative Wholesale 
Societies, the several State Governments, as we have seen, 
are just beginning to supply each other with certain com- 
modities, as their postal and railway departments have long 
exchanged services, without the intervention of any capitalist 
middleman. Nor is there any difficulty in the way of State 
and Municipal Departments, like the Co-operative Whole- 
sale Societies, developing their own management of the 
import trade, so that every article of foreign manufacture 
used or required in any State or Municipal enterprise might 
be obtained, as the English C.W.S. already obtains it, 
direct from the foreign maker or grower, whether individual 
producer, capitalist entrepreneur, or public authority. To 
the extent to which each country thus drew its supplies by 
direct order from the foreign producer, the export trade of the 
world would have become an import trade ; and to the extent of 
the development of State and Municipal enterprise on the 
one hand, and that of Co-operative Associations of Consumers 
on the other, we may, in fact, expect, so far as these reciprocal 
imports are concerned, the eventual ousting of the capitalist 
merchant, dealer, broker, and bill-discounter. But there 
would still remain the importing of the materials required 
for the industries which the progress of the two classes of 
Associations of Consumers had left outside their scope— 
including, as we infer, the enterprises of the individual 
producer in the arts and crafts, much of agriculture in 
various forms, and all the operations of Associations of 
Producers, as well as the capitalistic catering for the rich, 
and the capitalistic provision generally of commodities and 
services that the community itself may not care to under- 
take. Though there is nothing against a State Department 
importing raw material which it did not intend itself to use, 
and which it supplied to individuals who wished to manu- 
facture on their own account, it seems unlikely that such 
State action would cover the whole field. Thus, there will, 
we may imagine, for as long a time as we need attempt to 





forecast, always remain some part of the import trade in 
capitalist hands. Similarly, though the bulk of the 
present export trade may have been transformed into State 
or Municipal or Co-operative imports managed by the 
country requiring the commodities, there will still remain the 
exporting of the commodities required for the rich, and of 
other things that the State Department or Municipality or 
Co-operative Wholesale Society of another country may not 
care itself to import ; and also the supply, in other countries, 
of the individual producers, and their associations—to say 
nothing of the ventures to new countries, or to barbarian 
peoples, incapable of effective Associations of Consumers, 
either voluntary or compulsory. Thus there will, we may 
imagine, for as long a time as we need attempt to forecast, 
always remain much export trade in capitalist hands ; 
though, even as we write, the Indian Government has 
decided to take into its own hands the entire export of 
wheat! With this import and export trade in private hands 
would probably go also a certain amount of international 
finance. 

Similar considerations apply to the great service of ocean 
transport. There seems no reason why the present steady 
progress towards a governmental administration of the 
service of communication and transport should stop at high 
water mark. We may, in fact, expect the existing govern- 
ment steamship lines of Belgium, Germany, France, Italy, 
Denmark, Sweden, Norway, West Australia, and British 
East Africa—at present all comparatively small in extent— 
gradually to develop so as eventually to absorb, possibly 
with an international organisation of the whole service, 
the bulk of the regular steamship lines of the world, for the 
transport of cattle and goods as well as of mails and pas- 
sengers. In the present year, indeed, the British Govern- 
ment is doing more ocean transport than all the foreign 
capitalists put together. This, however, would not neces- 
sarily lead to the nationalisation of all the tramp steamers 
and all the sailing ships, which may very likely long continue 
in capitalist hands, and may be especially used for those 
parts of the import and export trades which are still con- 
ducted by the capitalist. 

In these four great fields, therefore—a large part of agri- 
culture and fishing; the special service of the idle rich, 
so long as such a class exists ; much of international trade and 
the finance on which it depends, and the unorganised portion 
of the shipping industry—there is as yet little sign of the 
position of the private capitalist being effectively challenged 
by the Association of Consumers, whether this takes the form 
of the Co-operative Society or that of State or Municipal 
Enterprise. 


CHAPTER VII. 
CONCLUSIONS. 

We come, therefore, with regard to the administration of 
industry by the Municipality and the State, to the following 
conclusions : 

(1) That the organisation of industry by those obligatory 
associations of citizen-consumers that we know as States or 
Municipalities has shown itself to be an effective alternative 
to Capitalism, by successfully conducting, in every civilised 
country, an extensive and constantly widening range of 
production, distribution, and exchange. 

(2) That especially during the last half-century this State 
or Municipal ownership and management of the means of 
production has grown with great rapidity, so that, at the 
present time, the value of the capital thus publicly adminis- 
tered in the United Kingdom alone cannot be put at less than 
fifteen hundred millions sterling, involving, as revealed by 
the 1911 census (apart from army, navy, police, and other 
non-industrial services) the direct employment at wages or 
salaries from central or local government departments of 
1,000,000 persons. 

(8) That there has been a similar development of State 
and Municipal industry to a greater or lesser extent in every 
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country of Europe, as well as in the South American Repub- 
lics, the United States and Japan, together with their several 
dependencies ; so that it would be difficult to estimate the 
total capital thus governmentally administered throughout 
the world at less than ten thousand millions sterling ; whilst 
the population maintained by direct employment under 
national and local governments certainly exceeds the entire 
population of the United Kingdom. 


(4) That, accordingly, it may be roughly estimated that, 
whilst the capital administered and the volume of business 
done by the Voluntary (or Co-operative) Associations of 
Consumers throughout the world are now at least thirty 
times as great as those of all the forms of Associations of 
Producers, described in Part I., so the capital administered 
and volume of business done by the obligatory (or State and 
Municipal) Associations of Citizen-Consumers throughout 
the world is probably a hundred times as great as that of 
the Co-operative Associations of Consumers, described in 
Part II.; increasing in bulk, moreover, year after year, at 
an even greater rate than either of these. 


(5) That whilst there is scarcely a craft or an industry, 
a function or a service, which is not, somewhere or other, 
actually being carried on either by a local or by a national 
government, this State or Municipal administration has been 
most highly developed, and has proved most strikingly 
successful in certain branches—namely, most forms of 
communication and transport; land improvement; sani- 
tation and the Public Health Service ; the organisation of 
education and recreation ; the extraction of coal and other 
minerals ; banking and insurance in nearly all their branches ; 
the manufacture and distribution of certain specific commo- 
dities on a large scale, and the construction and preparation 
of articles required in the various branches of. the public 
service itself. 

(6) That it seems a fact full of significance for the future 
that the enterprises in which the Voluntary Associations 
of Consumers throughout the world (the Co-operative Move- 
ment) have found themselves successful, and those which 
the Compulsory Associations of Consumers throughout the 
world (States and Municipalities) have been impelled to 
undertake, have so far—notwithstanding the great and 
spontaneous expansions on both sides during the preceding 
thirty years—hardly ever competed with each other; that 
the respective spheres of the Co-operative Society and the 
government (national or local) have hitherto proved to be 
distinct ; that whereas the co-operative society has so far 
undertaken mainly the production and distribution of the 
ordinary household supplies, the State and Municipal 
governments have devoted themselves to the provision of 
commodities and services unsuited to the voluntary asso- 
ciations ; and that the inference seems to be that, in the 
main, some such division of function will long continue. 


(7) That as compared with private capitalism the State 
or Municipal administration of industry offers the advantages 
(i.) of ensuring that the management shall be disinterestedly 
conducted in the way considered most likely to be for the 
benefit of the community as a whole, free from the tempta- 
tion to choose some other policy or some other method likely 
to lead to greater pecuniary profit to the capitalist owner ; 
(ii.) of avoiding the personal sovereignty, or dominion over 
human lives, of particular individuals or combinations of 
individuals, whose tyranny may be inspired by motives good 
or bad—by ambition or pride, by pecuniary gain or personal 
prejudice, monetary caprice or lasting malice; (iii.) of 
obtaining all the advantages of a national or local unification 
of each industry or service, and of the consequent economic 
gains of co-ordination and unity of administration, and of 
production on the largest possible scale, without the con- 
sumer having to submit to the tyranny of a private mono- 
polist ; {iv.) of enabling the management to be carried on 
with a greater approximation to equality of remuneration 
of those employed than prevails under capitalism, thus not 
only permitting an avoidance of the degradation of the 
humblest stratum of labour by the barest subsistence wages, 


but also incidentally making possible the saving of a large 
proportion of the swollen incomes that would otherwise 
be drawn by the “ captains of industry”; (v.) of securing, 
for the common good, not only all that can in these various 
ways be economised, but also the almost certain increment 
of values attendant on increase of population and national 
prosperity ; and (vi.) of making possible the deliberate 
determination, by the community as a whole: (a) of the 
direction in which the productive forces of the nation shall 
be employed; (b) of the conditions and prices subject to 
which the consumption of particular commodities and 
services shall be permitted; and (c) of the conditions to 
be secured to the citizen producers in their working lives. 


(8) That the State and Municipal management of industry 
is, however, by no means always exercised so as to secure all 
these ends and produce all these advantages; and, in 
particular, whilst it is always professedly undertaken in the 
interests, and for the benefit, of the community as a whole, 
the extent to which the citizen-consumers, or any consider- 
able proportion of them, exercise any effective influence 
and control, and also the degree to which any improvement 
is effected in the working life of the citizen-producers, 
depend on the character of the people and the nature of its 
governmental machinery. 

(9) That the influence of State and Municipal manage- 
ment of industry on the governmental organisation of each 
country, though still very incomplete, seems, so far as it 
goes, to be wholly beneficial, and that, in particular, with 
the alteration of function, governments tend to change in 
spirit ; progressively discarding, in the administration of 
services and common utility, the authoritarian conception 
of dominion (Verwaltung, autorité régalienne), with its corre- 
lative of “ loyalty ” to a monarch, and obedience to coercive 
law ; and adopting, instead, the more modern conception of 
National Housekeeping (Wirtschaft, gestion), with its corre- 
lative of conformity to the common rules designed only to 
secure the common comfort. 

(10) That there is, however, nowhere any special organisa- 
tion of State or Municipal government for industry, as 
distinguished from the organisation for police or foreign 
affairs, so that the extent of the change in the spirit of the 
government and the nature and amount of the popular 
control depends on the degree to which the government has 
been effectively democratised ; this being everywhere much 
more thoroughly accomplished in the various kinds of local 
government than in the central or national departments— 
it being, however, to be noticed that there-is a steady trend, 
throughout the world, towards increasing democracy, and 
towards making it more real and effective, and that the 
more a government engages in industrial functions, as con- 
trasted with functions merely of police and national defence, 
the more essentially democratic does its administration tend 
to become. 

(11) That, on the other hand, there has yet been no 
attempt at, and (except in so far as the Italian Municipalisa- 
tion Act of 1908 may be deemed suggestive) practically no 
proposal, even from the Collectivists themselves, for the 
development, out of the existing governmental structure,of 
the new machinery or adaptation of the old machinery that 
seems to be required for the new task which governments 
are everywhere increasingly undertaking, of organising the 
production and distribution of commodities and services by 
citizen-producers for citizen-consumers ; and in particular 
no attempt at, or proposal for, adding to the political 
machinery which has been devised to secure a continuous 
manifestation of the general will of the community as a whole, 
some organised means of expression of the desires of the 
consumers of particular commodities or services, and some 
organised means of bringing to light the needs and embody- 
ing the personality of the different groups of producers. 

(12) That with regard to the users or consumers of the 
commodities and services which the State or Municipality 
supplies, there is every reason to believe that public opinion 
is right in inferring that, taking all things into account, 
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the government products are more certainly reliable in 
quality, more certainly continuous in supply, and, on the 
whole (though this naturally varies from trade to trade), 
more economical in cost and cheaper in price than those 
supplied by Capitalism ; whilst the gain in being sure that 
there will be neither adulteration nor short weight, neither 
cheating nor taking advantage of the necessities of the more 
ignorant or weaker buyers, or of periods of scarcity, is, in 
some departments, beyond all computation. 


(13) That, on the other hand, the users or consumers of 
particular commodities or services find themselves with little 
more effective power of influencing the supply of what they 
want—otherwise than by refusing to purchase, or taking to 
some alternative—when the production is in the hands of 
the National or Local Government than they have when it 
is left to Capitalism; and it seems a shortcoming that 
nothing in the nature of an organisation of the users or con- 
sumers of particular commodities or services, so that they 
might bring their criticisms to bear and make their wishes 
effectively known, has yet been added to the social structure. 


(14) That with regard to the position of the actual pro- 
ducers, or persons employed in the various branches of the 
State or Municipal service, we find, everywhere, herein 
differing from the spirit and, to a great extent, also from the 
practice of the Co-operative Associations of Consumers, a 
great difference between the brain-workers and the manual 
workers. 

(15) That with regard to the brain-workers, notably those 
engaged in the administrative and clerical grades of the 
national Civil Service, government administration has worked 
out a system which, in contrast with capitalist industry, has 
(though less so in the “ routine clerical ” than in the higher 
administrative grades) many advantageous features ; in the 
best examples we see, for instance, adopted in principle : 
(i.) The recruiting of the staff with a view solely to the 
requirements of the service; (ii.) the selection, by open 
competitive examination, irrespective of family influence, 
the favour of superiors or classes, or professional privilege, 
of those judged best fitted for the work ; (iii.) security of 
tenure and permanence of employment, irrespective of 
fluctuations in trade or changes of processes — coupled, 
nevertheless, with liberty to resign at will; (iv.) the provi- 
sion of an income on a graduated scale, based on what 
is deemed necessary for maintenance at the currently 
accepted standard, and rising with length of service to a 
modest maximum, to be succeeded, on retirement, by a 
proportionate pension ; (v.) promotion to higher grades in 
the hierarchy made dependent on selection, as far as possible 
free from the caprice or favour of any one superior, irrespec- 
tive of inherited wealth, the chances of business, or even the 
success or failure of the work ; (vi.) the substitution, as the 
motive for service, of professional duty and the desire to 
excel in one’s function for pecuniary profit and the wish to 
accumulate a fortune. 

(16) That by demonstrating the fact that railways and 
post offices, mines and factories, steamship lines and retail 
shops—like the hospital or medical service, education, and 
the pursuit of scientific knowledge—can be honestly, eco- 
nomically and efficiently run by permanent staffs organised 
on the principles stated in the preceding paragraph, imper- 
fectly as these have often been carried out, the various 
national and local governments of the world have unwittingly 
made a contribution of the highest value towards the con- 
stitution of the State of the future, and one deserving of the 
most careful examination. 


(17) That governments, both national and local, have 
everywhere so far failed to apply similar principles to the 
manual workers in their employment to anything like the 
extent to which these principles have been adopted for the 
administrators and other brain-workers—the subordinate 
executive officers and routine clerical service being often 
less fortunate—so that we find, in fact, that (i.) the recruiting 
of the manual working staff is, nearly everywhere, left to 
chance, or to the caprice of a foreman or other superior, 





without any security against favouritism ; (ii.) whilst work- 
men in government employment do, in fact, usually enjoy 
greater continuity than most of those under private capitalism 
the majority of government workmen have no security of 
tenure and no guarantee of permanence; and, unlike the 
clerical staff and the higher officials, they are, in fact, for the 
most part, liable to be put on short time, or to be summarily 
told to stand off, according to fluctuations in the amount of 
work to be done ; (iii.) they are paid, not what is considered 
necessary for their maintenance at the currently accepted 
standard, but usually at the rates at which a sufficient 
supply of their labour is found to be forthcoming, even these 
being subject to deductions that the government consider 
equivalent to various incidental advantages that the govern- 
ment for its own convenience chooses to grant—this un- 
ashamed acceptance of the competitive market rates being 
of late years mitigated by the government professing, 
whether or not a sufficient number of candidates would be 
forthcoming at less, to pay not less than what it conceives 
to be the “ moral minimum,” and not less than the rates 
current in the locality, or agreed to by representative 
Employers’ Associations and Trade Unions—a profession 
by no means always carried out in practice ; (iv.) the manual 
workers are only very rarely accorded any right to super- 
annuation allowance, even after lifelong service, and the 
express rule of the British Government Departments, 
usually followed elsewhere, is to dismiss practically all 
“ unestablished ” workmen without provision on reaching 
the age of 60, though the national old age pension does not 
begin until 70 ; (v.) whilst promotion to any higher posts is, 
for the government manual workers, the rarest of occur- 
rences, they have hardly ever the advancement with lengthen- 
ing service that is implied in the graduated scale of salaries 
accorded to the brain-working staff; (vi.) in the case of 
government manual workers, practically no other appeal is 
made to their sense of professional duty, or desire to excel 
in their functions, than under private capitalism, whilst 
their chances of pecuniary profit and of business success are, 
of course, much smaller. 

(18) That in such services as those of the Post Office, the 
State Railway Departments, and the so-called “ established 
men” in the British government dockyards, governments 
have set up conditions of employment for large numbers of 
workers intermediate between the brain-working Civil 
Service and the manual workers taken on for building or 
engineering operations, or even as casual hands in the same 
departments ; and that, in these intermediate grades, some 
of the advantages of the Civil Service are secured—subject, 
however, to the drawbacks that, owing to the example and 
influence of the competitive wage-market of private capi- 
talism, the incomes allowed to the postmen, railway workers, 
dockyard shipbuilders, and others in similar services are 
not based on any estimate of what it is thought desirable 
that their maintenance should cost, or of the standard at 
which their children should be brought up, but always on 
what the same kind of men could get from capitalist em- 
ployers, and, so far as weekly cash payment is concerned, 
they are sometimes even less than this. 

(19) That whilst letting themselves be influenced, as 
regards the terms accorded to the manual workers in govern- 
ment employment, by the wages and other conditions 
prevailing in the competitive labour market, the State and 
Municipal Governments all over the world have nearly 
always been even more unwilling than the capitalist employers 
to allow or to recognise trade unionism among their em- 
ployees ; that in practically denying to the manual workers 
any right of combination, any collective bargaining, and any 
opportunity of sharing in the administration of their work, the 
State and Municipality have, for the most part, set a bad 
example to other employers, and made the conditions of 
their manual working employees in some respects actually 
worse than those of capitalist business ; and that it is high 
time that the partial recognition of trade unionism lately 
accorded by many of the Swiss cantons, some of the Austra- 
lian governments, the British Postmaster-General, the State 
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Railway administration of France, the London County 
Council, and some other municipal authorities, were deve- 
loped into an organised system of systematically taking 
into counsel the elected representatives of each grade and 
section of workers, as regards both the technical circum- 
stances of their services and also the wages, hours, and other 
conditions of their working life. 

(20) That, however favourable the conditions of service 
may be, or might be made, it seems a consequence of the 
hierarchical employment characteristic of all organisation on a 
large scale—governmental no less than capitalistic—that 
the producer thus employed finds his whole working life 
“ governed from above,” has but the smallest chance of 
directing his own activities, and often feels himself unable 
to express his personality in his work; that whilst there 
seems no reason to infer that this subordination and self- 
repression exists to a greater extent, or is more severely 
felt, in the State and Municipal service than in any big 
enterprise under private capitalism, it appears to be a 
shortcoming of government organisation (as of all other 
organisation on a large scale) that so little should have been 
done so far in the way of developing new social structure 
by which each grade and section of the producers might 
not only have the joy of professional comradeship, but might 
also exercise its appropriate share in the administration, 
so as to give to the humblest employee both some oppor- 
tunity of self-expression in his service and some sense of 
active co-operation in a self-imposed common task; and 
that it is in this direction that the State and Municipal 
organisation of industry leaves most to be desired. 

(21) That whilst showing signs of the same tendency to 
concentration of administration and to the largest possible 
field of operation as capitalist enterprise on the one hand 
and trade unionism on the other, government administration 
of industry, as developing in practice all over the world, 
remains dependent to a remarkable extent on local self- 
government ; that the increase during the past thirty years 
has apparently been at least as great in the work of muni- 
cipalities as in that of State Departments; that there is 
accordingly, so far as government enterprisé is concerned, 
no indication of the coming of a time when every person 
would find himself dependent on one monopolist employer, 
or necessarily subject to one uniform régime of law and 
order; that, on the contrary, there is, in practice, by the 
rapid growth of autonomous municipal enterprises, in every 
country a vast multiplication of separate employers, in 
contrast with the rapidly growing supremacy in capitalist 
enterprise of the colossal national trust or combine ; that 
in most industries abandoned to capitalism the number 
of employers tends to diminish, whereas in most services 
undertaken by the government there is no such tendency ; 
and that there is every reason to infer that, in comparison 
with joint-stock capitalism, government management of industry 
means, ultimately, in this way, a larger number of independent 
employers and an increase in local control. 

(22) That the scope for extension of State and Municipal 
management of industry seems almost limitless; that even 
if no more were accomplished in the next thirty years than 
the bringing under public administration, in all the countries 
of the civilised world, those industries and services which 
are{to-day already being governmentally administered in 
onefor other of the countries, the aggregate volume of State 
and Municipal capital and employment would be increased 
probably five or six fold; that such an increase, without 
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adding a single fresh industry or service to those already 
successfully nationalised or municipalised in one country or 
another, would probably bring into the direct employment 
of the national or local government an actual majority 
of the adult population; and along with the parallel ex- 
pansion of the co-operative or voluntary associations of 
consumers in their own sphere would mean that probably 
three-fourths of all the world’s industrial capital would be 
under collective or non-capitalistic administration, whilst 
three-fourths of all the households might then be enjoying 
the permanence, the social dignity, the security and the 
incomes deliberately adjusted to the cost of living that mark 
the best examples of State employment. 

(23) That, although it is difficult to assign any limits to 
the possibility of successful government enterprise, it may be 
suggested that (besides the whole sphere of the voluntary 
or co-operative associations of consumers) certain activities 
will remain for a long time outside its scope; that the 
State or Municipality is thus unlikely, otherwise than 
exceptionally, to organise the production of the individual 
artist in painting or sculpture or artistic handicraft, any more 
than that of the writer in prose or in verse; that some 
branches of agriculture may well prove to be most successfully 
conducted by individual cultivators and their families, with 
such mutual co-operation among these producers as they 
can develop; that the invention of new commodities and 
services will, of course, remain free and open to individual 
enterprise, each new development probably being for some 
time experimentally exploited by those believing in it, before 
being taken over by the public authority as an established 
success, with whatever honour, reward, or compensation 
to the initiator seems just to the community; that, how- 
ever much the respective State Governments and Co-opera- 
tive Wholesale Societies may get commodities from each 
other, the opening of new markets, and, therefore, much 
of the export trade to less developed countries, may continue 
to be the work of individual merchant adventurers of an 
old type; and that, generally speaking, the enlargement 
of individual freedom for the many, which the greater 
equalisation of incomes will produce, may be expected to 
result in the development of all sorts of new individual 
enterprises, supplementary to or competing with those 
undertaken by the national or local government. 


(24) That it may accordingly be inferred with some assu- 
rance that the future organisation of industry and of the 
State will include more than one form of control, and will 
not be embodied in any single, uniform, or centralised 
structure ; that there is, in particular, need for securing to 
the persons employed in the government enterprises some 
real control over their own working lives, and to the users and 
consumers of particular products or services some real power 
of influencing their production, otherwise than through 
Parliament or the town council; that it is accordingly 
necessary, in subsequent parts of this report, to consider 
what contribution towards this end is to be looked for, not 
only from the associations of producers dealt with in Part L., 
and the associations of consumers dealt with in Part IL., 
but also from the vocational organisations of brain and 
manual workers, such as the trade unions and professional 
associations, which will form the subject of Part IV.; and 
that it may be tentatively inferred that the future society 
will, by incorporation in its structure, make use of all 
these social developments, the respective spheres of which 
will be‘investigated in Part V. of this report. 








Printed for the Proprietors by W. H. Smitu &3Son, 55 Fetter Lane, E.C.; Published by the Statesman Pustisuine Co., Lrp., 10 Great Queen Street, 
Kingsway, W.C., and on sale at all the Bookstalls throughout the world. 








